
EL PASO ELECTRIC COMPANY 

SERVICE UFE ANALYSIS FOR TRANSPORTATION 

AUGUST 2005-SEPTEMBER 2016 

Actual 
Month 	 Accumulated 	Net Book 	Month In- 	Years In Average Years 

Year of Sale 	Retired 	 ProPerrY TYPe 	 Original Cost 	Reserve 	 Value 	Servke_ 	ServIce 	In Servke 

2012 	Jun-12 Light Duty Vehicles 	 24,650 	(24,650) 	- 	Feb-03 	9.34 
2007 ' 	Oct-07 Ught Duty Vehicles 	 19,649 	(10,188) 	9,461 	Feb-04 	3.67 
2007 	Oct-07 Light Duty Vehicles 	 32,986 	(17,671) 	15,315 	Feb-04 	167 
2007 	Oct-07 Light Duty Vehicies 	 21,200 	(11,357) 	9,843 	Feb-04, 	3.67 
2009 	Aug-09 Light Duty Vehicles 	 26,249 	(20,937) 	5,312 • Feb-04 	5.50 
2010 	Sep-10 Ught Duty Vehicles 	 30,346 	(28,993) 	1,353_ Feb-04 	6.59 
2010 	Sep-10 Ught Duty Vehicles 	 30,647 	(28,488) 	2,160 	Feb-04 	6.59 
2010 	Sep-10 Ught Duty Vehicles 	 28,155 	(26,198) 	1,957 	Feb-04 	659 
2011 	Sep-11 Ught Duty Vehicles 	 35,241 	,(35,241) 	- 	Feb-04 	7.59 ' 
2011 	Sep-11 Light Duty Vehicles 	 79,657 	(79,657) 	 Feb-04 	7.59 
2011 	Sep-11 Ught Duty Vehicle's 	 50,114 	(50,114) 	 Feb-04 	7.59 
2011 	Sep-11 Light Duty Vehicles 	 27,125 	(27,125) 	 Feb-04 	7.59 
2011 	Sep-11 Ught Duty Vehicles 	 36,481 	(36,481) 	 Feb-04 	7.59 
2011 	Sep-11 Light Duly Vehides 	 26,009 	(26,009) 	 Feb-04 	7.59 
2011 	Sep-11 Light Duty Vehicles 	 29,728 	(29,728) 	 Feb-04. 	7.59 
2011 	Sep-11- Light Duty Vehicles 	 28,418, 	(2018) 	 Feb-04 	7.59 
2011 	Sep-11 Light Duty Vehldes 	 25,105 	(25,105) 	 Feb-04 	7.59 
2011 	Sep-11 Light Duty Vehicles 	 26,255. 	(26,255) 	 Feb-04 	7.59 
2011 	Sep-11 Light Duty Vehicles 	 25,046 	(25,046) 	 Feb-04 	7.59 
2012 	Jun-12 Light Duty Vehicles 	 32,446 	(32,446) 	 Feb-04 	8.34 
2012 	Jun-12 Light Duty Vehicles 	 26,455 	(26,455) 	 Feb-04 	8.34 
2012_ 	Jun-12 Light Duty Vehicles 	 34,445 	(34,445) 	 Feb-04 	8.34 
2012 	Jun-12 Ught Duty Vehicles 	 29,187 	(29,187) 	 Feb-04 	8.34 
2012 	Jun-12 Light Duty Vehicles 	 28,155 	(28,155) 	 Feb-04 	8.34 
2012 	Jun-12 Ught DutY Vehicles 	 28,155 	(28,155) 	 Feb-04 	8.34 
2012 	lun-12 Light Duty Vehicles 	 28,155 	(28,155) 	 Feb-04' 	8.34 
2012 	Aug-12 Ught Duty Vehides- 	 28,765 	(28,765) 	 •Feb-04 	8.50 
2012 	Aug-12 Ught Duty Vehicles 	 32,121 	(32,121) 	 Feb-04 	8.50 
2012 	Aug-12 Light Duty Vehicles. 	 28,775 	(28,775) 	 Feb-04 	8.50 
2012 	Aug-12 Light Duty-Vehicles 	 30,346 	(30346) 	 Feb-04 	8.50 
2012 	Aug-12 Light Duty Vehides 	 28,765 	(28,765) 	 Feb-04 	8 50 
2012 	Aug-12 Light Duty Vehicles 	 30,346 	(30,346) 	 Feb-04 	8.50 
2012 	Aug-12 Light Duty Vehicles 	 30,346 	(30,346) 	 Feb-04 	8.50 
2012 	Aug-12 Light Duty Vehicles 	 28,155 	(28,155) 	 Feb-04 	8.50 
2014 	Jul-14 Light Duty Vehides 	 45,076 	(45,076) 	- 	Feb-04 	10.42 
2007 	Oct:07 Light Duty Vehides 	 11,715 	(8,531) 	13,184 	Dec-04 	2.83 
2007 	Oct-07 Light Duty Vehicles 	 21,385 	(8,401) 	12,984 	Dec-04 	2.83 

2007 	Oct-07 light Duty Vehicles 	 21,385 	(8,243) 	13,142 	Dec-04 	2.83 
2007 	Oct-07 Light Duty Vehicles 	 21,385 	(8,401) . 	12,984 	Dec-04 	2.83 
2007 	Oct-07 Light Duty Vehicles 	 21,385 	(8,243) 	13,142 	Dec-04 	2.83 
2009 	Aug-09 Light Duty Vehides 	 15,235 	(3,446) 	11,789 	Dec-05 	3.67 
2009 	Aug-09 Ught Duty Vehides 	 15,727 	(3,557) 	12,170 	Dec-05 	3.67 - 
2009 	Aug-09 Light Duty Vehicles 	 19,429 	(4,395) 	15,034 	Dec-05 	3.67 
2009 	Aug-09 Light Duty Vet;icles 	 16,775 	(3,794) 	12,981 	Dec-05 	3.67 
2010 	Sep-10 Light Duty Vehicles 	 35,678 	(13,592) 	22,087 	Dec-05 	4.75 
2010 	Sep-10 Light Duty Vehicles 	 16,034 	(6,108) 	9,926. Dec-05 	4.75 
2011 	Sep-11 Light Duty Vehicles 	 35,943 	(18,827) 	17,116 	Dec-05 	5.75 
2014 	Jun-14 Ught Duty Vehicles 	 41,615 	(38,147) 	3,468 	Dec-05 	8.50 
2014 	Jun-14 Light Duty Vehides 	 28,016 	(25,681) 	2,335 	Dec-05 	8.50 
2014 	Jun-14 Ught Duty Vehicles 	 36,828 	(33,759), 	3,069 	Dec-05 	8,50 

2014 	Jun-14 Light Duty Vehicles 	 28,503 	(26,128) 	2,375 	Dec-05 	8.50 

2014 	Jun-14 Light Duty Vehicles 	 , 41,105 	(41,105) 	 Dec-05 	8.50 

2014 	Jun-14 Light Duty Vehicles 	 53,785 	(49,303) 	4,482 	Dec-05 	8.50 

2014 	Jun-14 Light Duty Vehicles 	 32,881 	(30,141) 	2,740 	Dec-05 	8.50 

2014 	Jun-14 Light Duty Vehicles 	 38,261 	(35,072) 	3,188 	Dec-05 	8.50 

2014 	Jun-14 Ught Duty Vehicles 	 45,206 	(41,439) 	3,767 	Dec-05 	8.50 

2014 	Jun-14 Light Duty Vehicles 	 17,7.23 	(17,723) 	- 	Dec-05 	8.50 

2014 	Jun-14 light Duty Vehides 	 31,575 	(28,944) 	2,631 	Dec-05 	8.50 

2014 	Jun-14 Light Duty Vehides 	 20,319 	(18,625) 	1,693 	Dec-05 	8.50 

2014 	Jun-14 tight Duty Vehicles 	 18,197 	(16,680) 	1,516 	Dec-05 	8.50 

2014 	Jun-14 Light Duty Vehicles 	 24,099 	(22,091) 	2,008 	Dec-05 	8.50 

2014 	Jun-14 Light Duty Vehides 	 23,451 	(21,496) 	1,954 	Dec-05 	8.50 

2014 	Jun-14 Ught Duty Vehides 	 45,012 	(41,261) 	3,751 	Dec-05 	8 50 , 

2014 	Jul-14 Light Duty Vehicles 	 58,950 	(54,739) 	4,211 ' Dec-05 	8.59 . 

2012 	Aug-12 "Light Duty Vehicles 	 37,633 	(29,120) 	8,512 	Feb-07 	5.50 - 
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EL PASO ELECTRIC COMPANY 

SERVICE LIFE ANALYSIS FOR TRANSPORTATION 

AUGUST 2005-SEPTEMBER 2016 

Actual 
Month 	 Accumulated 	Net Rook 	Month In- 	Years In Average Years 

Year of Sale 	Retired 	 Property Type 	 Original Cost 	Reserve 	 Value 	Service 	Service 	in Service 

2014 	Jun-14 Light Duty Vehicles 	 38,635 	(38,635) 	 Feb-07 	7.33 
2014 	Jul-14 Light Duty Vehicles 	 41,946 	(36,568) 	5,378 	Feb-07 	7.42 
2014 	Jun-14 Light Duty Vehicles 	 27,365 	(14,986) 	12,379 	Jul-10 	3.92 
2014 	Jul-14 Light DutyYehicies 	 45,076 	(45,076) 	 Feb-04 	9.7 
2014 	Jul-14 Ught Duty Vehicles 	 41,946 	(36,568) 	5,378 	Feb-07 	7.4 
2014 	Jul-14 light Duty Vehides 	 58,950 	(54,739) 	4,211 	Dec-05 	8.6 
2015 	Aug-15 Light Duty Vehicles 	 54,218 	(54,218) 	 Feb-04 	10.8 
2015 	Aug-15 Light Dub/Vehicles 	 43,936 	(43,936) 	 Feb-04 	10.8 
2015 	Aug-15 Light Duty Vehicles 	 62,98 	(62,988) 	 Feb-04 	10.8 
2015 	Aug-15 Light Duty Vehicles 	 14,722 	(14,722) 	 May-07 	8.3 
2015 	Aug-15 Light Duty Vehicles 	 19,508 	(19,508) 	 Dec-05 	9.7 
2015 	Aug-15 Light Duty Vehicles 	 19,139 	(19,139) 	 Dec-05 	9.7 
2015 	Aug-15 Light Duty Vehicles 	 20,333 	(20,333) 	 Dec-05 	9.7 
2015 	Aug-15 Light Duty Vebicles 	 18,419 	(18,419) 	 Dec-05 	9.7 
2015 	Aug-15 Ught Duty Vehicles 	 23,451 	(23,451) 	 Dec-05 	9.7 
2015 	Aug-15 Light Duty Vehicles 	 38,264 	(38,264) 	 Dec-05 	9.7 
2015 	Aug-15 Light Duty Vehicles 	 37,673 	(37,673) 	 Dec-05 	9.7 
2015 	Aug-15 Light Duty Vehides 	 37,107 	(37,107) 	 Dec-05 	9.7 
2015 	Aug-15 Light Duty Vehicles 	 23,451. 	(23,451) 	 Dec-05 	9.7 
2015 	Aug-15 light Duty Vehicles 	 34,519 	(34,519) 	 Dec-05. 	9.7 
2015 	Aug-45 Ught Duty Vehides 	 44,538 	(44,538) 	 oec-05 	, 9.7 
2015 	Aug-15 Light Duty Vehicles 	 24,353 	(24,353) 	 Dec-05 	9.7 
2015 	Aug-15 Light Duti Vehicles 	 17,141 	(17,141) 	 Dec-05 	9.7 
2015 	Aug-15 Light Duty Vehicles 	 17,141 	(17,141) 	 Dec-05 	9.7 
2015 	Aug-15 Light Duty Vehides 	 17,373 	(17,373) 	 Dec-05 	9.7 
2015 	Aug-15 light Duty Vehicles 	 17,14i 	(17,141) 	 Dec-05 	9.7 
2015 	Aug-15 light Duty Vehides 	 17,141 	(17,141) 	 Dec-05 	9.7 
2015 	Aug-15 Light Duty Vehicles 	 17,141 	(17,141) 	 Dec-05 	9.7 
2015 	Aug-15 Light Duty Vehicles 	 17,141 	(17;141) 	 Dec-05 	9.7 
2015 	Aug-15 Ught Duty Vehicles 	 15,173 	(15,173) 	 Dec-05 	9.7 
2015 	Aug-15 Light Duty Vehicles 	 15,173 	(15,173) 	 Dec-05 	9.7 
2015 	Aug-15 Light Duty Vehicles 	 17,781 	(17,781) 	 Dec-05 	9.7 
2015 	Aug-15 Ught Duty yehicles 	 21,314 	(21,314) 	 Dec-05 	9.7 
2015 	Aug-15 Light Duty Vehicles 	 16,701 	(16,701) 	 Dec-05 	9.7 
2015 	Aug-15 Light Duty Vehicles 	 38,338 	(38,338) 	 Dec-05 	9.7 
2015 	Aug-15 Light Duty Vehicles 	 15,707 	(15,707) 	 May-07 	8.3 
2015 	Aug-15 Light Duty Vehicles 	 28,808 	(28,808) 	 May-07 	8 3 
2015 	Aug-15 Light Duty Vehicles 	 19,658 	(19,658) 	 Dec-05 	9.7 
2015 	Aug-15 Light Duty Vehides 	 41,668 	(41,668) 	 Dec-05 	9 7 
2015 	Aug-15 Light Duty Vehicles 	 19,511 	(19,511) 	 Dec-05 	9.7 
2015 	Aug-15 Light Duty Vehicles 	 19,511 	(19,511) 	 Dec-05 	9.7 
2015 	Aug-15 tight Duty Vehicles 	 16,692 . 	(16,692) 	 Sep-10 	4.9 
2015 	Dec-15 Light Duty Vehicles 	 23,036 	(23,036) 	 Dec-05 	10.0 
2015 	Dec-15 Light Duty Vehicles 	 38,341 	(38,341) 	 Dec-05 	10.0 , 
1016 	Nov-16 Ught Duty Vehicles 	 29,715 	(29,715) 	 Feb-04 	12.1 
2016 	Nov-10 Light Duty Vehides 	 23,408 	(23,408) 	 Jun-08 	8.4 
2016 	Nov-16 Light Duty Vehides 	 17,114 	(17,114) 	 Jun-08 	8.4 
2016 	Nov-16 Light Duty Vehicles 	 26,255 	(26,255) 	 Jun-08 	8.4 
2016 	Nov-16 Light*Duty Vehicles 	 20,060 	(20,060) 	 Dec-05 	10.9' 
2016 	Nov-16 Light Duty Vehicles . 	 17,208 	(17,208) 	 Dec-05 	10.9 
2016 	Nov-16 Light Duty Vehicles 	 17,026 	(17,026) 	 Dec-05 	10.9 
2016 	Nov-16 Ught Duty Vehicles 	 17,026 	(17,026) 	 Dec-05 	10.9 

2016 	Nov-16 Light Duty Vehicles 	 23,451 	(23,451) 	 Dec-05 	10.9 
2016 	Nov-16 Light Duty Vehicles"- 	 17,141 	(17,141) 	 Dec-05 	10.9 
2016 	Nov-16 Light Duty Vehicles 	 20,469 	(20,469) 	 Dec-05 	10.9 
2016 	Nov-16 Light Duty Vehicles 	 17,781 	(17,781) ' 	 Dec-05 	10.9 
2016 . 	Nov-16 Light Duty Vehides 	 20,236 	(20,236) 	 Dec45 	10.9 
2016 	NoV-16 Light Duty Vehides 	 20,236 	(20,236) 	 Dec-05 	10.9 
2016 	Nov-16 Light Duty Vehides 	 37,353 	(37,353) 	 Dec-05 	10.9 
2016 	Nov-16 Light Duty Vehicles 	 37,353 	(37,353), 	 Dec-05 	10.9 
2016 	Nov-16 Light Duty Vehicles 	 37,353 	(37,353) 	 Dec-05 	10.9 . 
2016 	Nov-16 Light Duty Vehides 	 20,856 	(20,856) 	; 	Dec-65 	10.9 
2016 	Nov-16 Light Duty Vehicles 	 26,775 	(26,775) 	 Dec-05 	10.9 
2016 	Nov-16 Light Duty Vehicles 	 17,581 	(17,581) 	 Dec-05 	10.9 
2016 	Nov-16 Light Duty Vehicles , 	 17,581 	(17,581) 	 Dec-05 	10.9 
2016 	Nov-16 Light Duty Vehicles. 	 22,331 	(22,331) 	 Dec-05 	10.9 

-2016 	Nov-16 Ught Duty Vehicles 	 22,331 	(22,331) 	 Dec-05 	10.9 
2016 	Nov-16 Light Duty Vehicles 	 17,157- 	(17,157) ' .; 	 Dec-05 	10.9 
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Actual 
Month 	 Accumulated 	Net Book 	Month In- 	̀rein In Average Years 

Year cd Sale 	Retired 	 Pop,t 	r Type 	 Original Cost 	Reserve 	Value 	Service 	Service 	In Service 

2016. 	Nov-16 Light Duty Vehicles 	 23,631 	(23,631), 	 Dec-05 	10.9 
2016 	Not:J-16 Light Duty Vehicles 	 23,631 	(23,631) 	 Dec-05 	10.9 
2016 	Nov-16 Light Duty Vehicles 	 22,894 	(22,894) 	 Dec-05 	10.9 
2016 	Nov-16 Light Duty Vehicles 	 18,604 	(18,604) 	 Dec-05 	10.9 
2016 	Nov-16 Light Duty Vehicles 	 16,123 	(16,123) 	 Jun-08 	8.4 
2016 	Nov-16 Light Duty Vehicles 	 23,758 	(23,758) 	- 	May-07 	9 5 
2016 	Nov-16 Ught Duty Vehicles 	21,467 	(16,903) 	4,564 	Jul-10 	6.3 

light Duty Vehicles Total 	6,443,650 	(6,104,952) 	338,698  

Grand Total 	 16,046,945 	(15,501,450) 	545,495 

 

Average years in servlce: 	8.98 
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EXECUTIVE SUMMARY  

George Novela is the Manager of the Economic Research Department at El Paso 

Electric Company ("EPE" or "Company). In his testimony, he discusses the energy and 

demand forecast and EPE's load studies. He also describes and supports EPE's weather 

normalization adjustment. The energy and demand forecast model is used to generate 

long-term sales and demand forecasts which are used by EPE's Resource Planning and 

Tranšmission and Distribution DepartMents to plan the generation, transmission, 

distribution, and firm purchased power resources needed to meet the projected peak load in 

a reliable and cost-effective manner over time: The energy and demand forecast 

methodology is described, along with the historical data used to estimate the node!. The 

2016 long-term energy and demand forecast is shown in Exhibit GN-2. 

Load studies are used in support of a number of functions including allocation of 

sales among, rate classes and jurisdictions, rate studies, class contribution to peak, load 

factor analysis, cost allocation, etc. Mr. Novela's testimony describes the load research 

process used to collect and summarize load study data. His testimony further addresses 

how sales and demand are allocated by class, voltage, and jurisdiction. The testimony also 

discusses the use of loss factors to reconcile the native energy used by retail and wholesale 

customers to the amount of electricity delivered to the system by EPE generation units and 

purchased power. In addition, it provides the history of EPE's system peak demand. 

Finally, it examines the weather patterns in both- LaŠ Cruces, New Mexico,  and El Paso, 

Texas and explains the necessity for the Companys proposed weather normalization 

adjustment to Test Year sales to levels that are reasonably anticipated to' occur from year to 

year. The total weather adjustment for Texas retail customers is a decrease of 

17,793,008 kWh (-0.29 percent) from total Texas retail Test Year sales of 

6,175,12,723 kWh. 
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1 	 I. 	INTRODUCTION & QUALIFICATIONS 

	

2 	Q. 	PLEASE STATE YOUR NAME, AND BUSINESS ADDRESS. 

	

3 	A. 	My name is George Novela. My business- address is 100 North Stanton Street, 

	

4 	ElPaso, Texas 79901-1341. 

	

6 	Q. BY WHOM ARE YOU EMPLOYED? 

	

7 	A. 	I am employed by El Paso Electric Company ("EPE" or "Company"). 

8 

	

9 	Q. 	WHAT IS'YOUR CURRENT POSITION WITH EPE? 

	

10 	A. 	I am Manager of the Economic Research Department. 

1:1 

	

12 	Q. HOW LONG HAVE YOU BEEN EMPLOYED AT EPE? 

	

13 	A. 	I have been employed by EPE since November of 2008. 

14 

15 Q. 	WHAT ARE YOUR DUTIES AND RESPONSIBILITIES AS MANAGER OF 

	

16 	ECONOMIC RESEARCH? 

	

17 	A. 	I am responsible for the economic forecasting and load research functions. I 

	

18 	manage and direct the activities of the Economic Research Department, including 

	

19 	the preparation of long-term customer, energy, and- load forecasts; analysis of load 

	

20 	research data; and the preparation of load research studies and reports. 

21 

	

22 	Q. 	PLEASE BRIEFLY DESCRIBE YOUR EDUCATIONAL BACKGROUND. 

	

23 	A. 	I graduated from the University of Texas at El Paso with a Bachelor of Business 

	

24 	Administration in Economics in 2006, a Master of Science in Econornics in 2008, and 

	

25 	a Master of 'Business Adfninistration in Finance in 2012. I received a Graduate 
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1 	Certificate in Public Utility Regulation & Economics from. New Mexico State 

	

2 	University in 2014. 

3 

	

4 	Q. 	PLEASESUMMARIZE YOUR PROFESSIONAL EXPERIENCE. 

	

5 	A. 	Prior to working at EPE, I worked as the Research Coordinator for the City of 

	

6 	El Paso's Department of Economic Development from 2007 to 2008. My duties 

	

7 	included calculating incentive packages for new and expanding businesses, 

	

8 	producing impact studies, and coordinating recruitment efforts with various Oublic 

	

9 	and private stakeholders. 

	

10 	 In 2008, I began working for EPE as -a Load Research Specialist, where I 

	

11 	specialized in analyzing EPE's large customers. I was promoted to Senior 

	

12 	Economist in 2011, in which my responsibilities included the development "of the 

	

13 	long-term energy, demand, and customer forecasts utilized for planning purposes. In 

	

14 	2014, I worked briefly for EPE's Energy Efficiency Department as a Program 

	

15 	Coordinator before moving into my current role as Manager of Economic Research. 

	

16 	As a Program Coordinator, I oversaw energy efficiency initiatives for residential 

	

17 	customers in, both Texas and New Mexico. 

	

18 	 In addition, I taught undergraduate courses in Macroeconomics and 

	

19 	Microeconomics at El Paso Community College from 2012 to 2013. 

20 

	

21. 	Q. 	PRIOR TO THIS MAUER, HAVE YOU EVER PROVIDED TESTIMONY IN A 

	

22 	REGULATORY PROCEEDING? 

	

23 	A. 	Yes, I have filed testimony with the New Mexico Public ,Regulation Commission and 

	

24 	the Public Utility Commission of Texas ("PUCT" or "Commission"). 

25 
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1 	 II. 	PURPOSE AND SUMMARY OF TESTIMONY 

	

2 	Q. 	WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING? 

	

3 	A. 	The purpose of my testimony is to provide EPE's historical and forecasted sales and 

	

4 	demand data in support of EPE's rate request, to describe the load research function 

and its role in gathering the energy and demand date, necessary for assigning costs 

	

6 	to rate classes and the development of' tariffs, as well as to describe and support 

	

7 	EPE's proposed weather normalization adjustments. 

8 

	

9 	Q. 	HOW IS YOUR TESTIMONY ORGANIZED? 

	

10 	A. 	'First, I will provide historical and iorecasted sales and- demand data in sapport of 

	

11 	EPE's rate request. In addition, I sponsor and co-sponsor related schedules in 

	

12 	EPE's rate filing package. In my testimony, I summarize the structure, history, and 

	

13 	outlook of the ectinomy for EPE's service area. I describe EPE's forecasting 

	

14 	methodology and the assumptions that support the demand and energy forecasts 

	

15 	• 	presented in my testimony. I also sponsor the Company's current demand and 

	

16 	energy forecast with monthly energy requirements for EPE's proposed Rate Year: 

	

17 	July 1, 2017, to June 30, 2018. EPEs -most recent long-term load forecast is dated 

	

18 	April 7, 2016. 

	

19 	 Second, I-  provide a description of the load research function and its role in 

	

20 	gathering energy and demand data necessary for assigning costs to rate classes and 

	

21 	the development of tariffs. I provide information about the types of studies 

	

22 	conducted by the load research program and the different rate classes for which 

	

23 	these studies are performed. 

	

24 	 Third, my testimony describes .and supports EPE's proposed weather 

	

25 	normalization adjustments. My testiMony provideš.a description of the methodolqgy 

	

26 	I used to calculate the impact of Test Year temperatures on EPEs sales and 
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1 
	

revenues. My testimony also explains how the econometric models of energy 

	

2 
	

consumption by rate class were developed, and how the resulth of those models 

	

3 
	

were used to quantify the monthly weather normalization adjustments for each class 

of service. 

5 

	

6 	Q. 	AREYOU SPONSORING ANY EXHIBITS IN YOUR-TESTIMONY? 

	

7 	A. 	Yes, I sponsor the eight exhibits that are identified in the list of exhibits found in the 

	

8 	table of contents of this testimony. 

9 

	

10 	Q. WHAT SCHEDULES DO YOU SPONSOR? 

	

11 	A. 	The schedules I am sponsoring or co-sponsoring are listed with descriptions in 

	

12 	Exhibit GN-1. 

13 

14 Q. WERE THE SCHEDULES AND EXHIBITS YOU ARE SPONSORING OR 

	

15 	CO-SPONSORING PREPARED BY YOU OR UNDER YOUR DIRECT 

	

16 	SUPERVISION? 

	

17 	A. 	Yes, they were. 

18 

	

19 	 111. 	EPE ENERGY & DEMAND FORECAST 

	

20 	 A. 	EPE Customers and Service Area Econornv 

	

21 	Q. 	PLEASE PROVIDE A DESCRIPTION OF EPE'S RETAIL SERVICE AREAS. 

	

22 	A. 	EPE's retail customers are located in far west Texas and southern New Mexico. The 

	

23 	Texas retail jurisdiction includes El Paso County and portions of Hudspeth and 

	

24 	Culberson counties. The Texas retail jurisdiction accounts for approximately 

	

25 	79 percent of EPE's retail energy sales. The New Mexico retail jurisdiction includes 

	

26 	Dona Ana County and portions of Otero, Luna, and Sierra counties and accounts for 
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1 	the remaining 21 percent of retail sales. El Paso and Dorm Ana counties had 

	

2 	estimated 2015 populations of 835,593 and 214,295, respectively. 

3 

	

4 	Q. DOES EPE HAVE ANY FIRM WHOLESALECUSTOMERS? 

	

5 	A. 	Yes. EPE provides firm wholesale service to the Rio Grande Electric Cooperative 

	

6 	("RGEC") at two delivery. points that are adjacent to-EPE's service area: 1) the Dell 

	

7 	City delivery point in Hudspeth County; and 2) the Van Horn delivery point in 

	

8 	gulberson County. RGEC is a full requirements customer and is, therefore, part of 

	

9 	EPE's native systern load. 	RGEC's, 2016 peak load was approximately 

	

10 	15 Megawatts ("MW"). 

11 

	

12 	Q: 	PLEASE DESCRIBE THE ECONOMIC COMPOSITION OF EPE'S SERVICE AREA. 

	

13 	A. 	The majority of EPE's load is distributed within the local. Metropolitan Statistical 

	

14 	Areas ("MSA") of El Paso, Tèxas (composed of El Paso and Hudspeth counties), 

	

15 	and Las Cruces, New Mexico (composed of Doha Ana County). Over the last year 

	

16 	(the 12 months ending September 2016), the, El Paso area has experienced 

	

17 	employment growth in the construction, transportation, warehousing, government, 

	

18 	financial, business services, leisure/hospitality, education, and health sectors. It has 

	

19 	experienced declines in both the manufacturing and information sectors. 

	

20 	 The two largest industry components and drivers of the El Paso MSA 

	

21 	economy have been transportation/warehousing and government. EPE's service 

	

22 	territory has a large transportation and warehousing industry attributable to its 

	

23 	location along the United States-Mexico border, as well as its proximity to 

	

24 	manufacturing operations in a free trade zone, i.e., maquiladoras in Mexico. The 

	

25 	transportation and warehousing sector accounts for about 21 percent of total 

	

26 	non-farm employment in El Paso. Other local industries such as manufacturing are 
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1 	also affected by, and in many cases dependent on, the existence and the success of 

	

2 	the maquiladoras in Mexico. 

	

3 	 The government sector accounts for about 23 percent of total non-farm 

	

4 	employment in El Paso. In addition to federal, state, and local government, total 

	

5 	government employment includes the U.S. Army'at Fort Bliss, Texas. Fort Bliss has 

	

6 	grown from, a full-time active duty troop size of 10,000 in 2005 to approximately 

	

7 	28,500 in 2015. The increase was caused by the 2005 Base Realignment and 

	

8 	Closure ("BRAC") process that called for the local military presence to grow steadily 

	

9 	through 2013. 

	

10 	 The Las Cruces MSA economy is characterized by a large government sector 

	

11 	dominated by White Sands Missile Range ("WSMR") and New Mexico State 

	

12 	University. WSMR is geographically the largest military installation in the, United 

	

13 	States with approximately 3,200 square miles. WSMR and the 600,000-acre 

	

14 	McGregor Range Complex at Fort Bliss are contiguous areas for military testing and 

	

15 	both are in EPE's service territory. EPE also serves Holloman Air Force Base in 

	

16 	Otero County, which is another significant government entity in .New Mexico. The 

	

17 	government sector directly accounts for approximately 28 percent of total 

	

18 	employment in Las Cruces. Las Cruces -also has the commercial establishments 

	

19 	necessary to serve the remaining sectors, including a substantial and groWing 

	

20 	retirement community. 

21 

	

22 	Q. WHAT IS THE OUTLOOK FOR THE SERVICE AREA ECONOMY? 

	

23 	A. 	Through the year 2021 ,the-  compound annual growth rate (CAGR") for the El Paso 

	

24 	MSA total nonfarm employment is expected to be approximately 1 percent each 

	

25 	year. Census data indicates th.at  the CAGR for population in El Paso from 2010 to 

	

26 	2015 Was 0.9 percent, kower than the state population growth rate of 1.8 percent, but 
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1 
	

slightly higher than the national averabe of 0.8 percent. The population for the 

	

2 
	

El Paso MSA is expected to grow approximately 1.1 percent annually over the next 

	

3 
	

5 years. Total real gross metropolitan product in El Paso was about $25.1 billion in 

	

4 
	

2014, and is estimated to have been $25.9 billion at the end of, 2015, with a 

	

5 
	

continued CAGR hovering around 1.6 percent through the year 2021. 

6 

	

7 	Q. 	DID YOU UTILIZE INDEPENDENT ANALYSES TO SUPPORT THE OUTLOOK 

	

8 	FOR-THE SERVICE AREA ECONOMY? 

	

9 	A. 	Yes. EPE uses a variety of sources to gauge the local economy. It is important to 

	

10 	gather various viewpoints frpm different and established subject matter experts in 

	

11 	order to get a clear understanding of the local economy. EPE obtains, forecasted 

	

12 	regional economic data for El Paso and Las Cruces from IHS Economics ("IHS"): In 

	

-13 	addition, EPE uses data from the Texas Workforce Commission, Texas A&M Real 

	

14 	Estate Center, Texas Comptroller of Public Accounts, and the Federal Reserve Bank 

	

15 	of Dallas to support the outlook for the service area economy. 

16 

17 Q. WHAT IS THE PRIMARY SOURCE OF DATA THAT EPE RELIED ON FOR 

	

18 	INFORMATION REGARDING THE ECONOMIC OUTLOOK FOR THE COMPANY'S 

	

19 	SERVICE.AREA? 

	

20 	4. 	EPE relied primarily on the regional economic forecast for El Paso and Las Cruces 

	

21 	produced by 	IHS is an internationally-  recognized data forecasting service. 

	

22 	Given that its customer base includes clients in industry, banking, government, and 

	

23 	academic institutions, EPE is confident in relying on the data provided by IHS. 

	

24 	 In addition to the IHS data, EPE maintains direct contact with- its large 

	

25 	customers, including Fort Bliss, WSMR, and others'. This helps EPE to continuously 

	

26 	evaluate the economic outlook for the region. 
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1 	Q. 	ARE THERE SIGNIFICANT ECONOMIC FACTORS RELATED TO MEXICO THAT 

AFFECT THE EL PASO ECONOMY? 

	

3 	A. 	Yes, there are. The maquiladora , industry affects cities along both sides of the 

U.S.7Mexico border,, which is supported by a .2013 study conducted by the Federal 

	

5 	Reserve Bank of Dallas ("Bank"). This study, which is available at the Bank's 

	

6 	website titled "The Impact of.the Maquiladora Industry on U.S. Border Cities," found 

	

7 	that a 10 percent increase in export production in Ciudad Juarez—directly across the 

	

8 	internatignal border from El Paso—leads 'to a nearly 3 percent increase in overall 

	

9, 	nonfarm employment in El Paso. The growth of the maquiladora sector in -northern 

	

10 	Mexico is tied to the level of U.S. production and relative exchange rates. Most 

	

11 	recently, maquiladora employment in Ciudad Juarez has been increasihg. 

	

12 	Additionally, according to the Bank, manufacturing, employment in Ciudad Juarez 

	

13 	grew by pore than 5.4 percent, year-over-year, ending June 2016. 

14 

	

15 	Q. 	WHAT IS THE PROJECTED OUTLOOK WITH RESPECT TO EPE'S MILITARY 

	

16 	CUSTOMERS? 

	

17 	A. 	The outlook for the military cusiomers in the service territory is uncertain. Fort Bliss 

	

18 	and WSMR may be affected by budget constraints mandated by the federal' 

	

19 	government and another future round of BRACs. The impaCts of these budget 

	

20 	constraints and a possible BRAC are unclear. The results could be a reduction in 

	

21 	troops, or a growth in troops from absorption of troops from other bases that will no 

	

22 	longer be in operation. Ultimately, though, a reduction or increase in troops will have 

	

23 	a direct effect on energy and demand consumption in EPE's service territory. 

	

24 	 Due to the 2005 BRAC, the local military_presence grew steadily through 

	

25 	2013. Recently, Fort Bliss's troop count has remained relatively steady over the last 

	

26 	couple of years, as has its overall lOad growth. Out of model adjustments were made 
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1 	to the incremental growth at Fort Bliss to account for a future hospital and the 

	

2 	saturation of rooftop solar panels on post. 

3 

	

4 	 B. 	Forecast Methodology and Assumptions  

	

5 	Q. WHAT APPROACH DOES EPE UTILIZETO DEVELOP ITS SALES FORECASTS? 

	

6 	A. 	EPE employs an econometric approach, which is the application of mathematics and 

	

7 	statistical methods to the analysiS- of economic data and the relationship between 

	

8 	economic variables tg provide an empirical estimation of those relationships: EPE's 

	

9 	econometric forecasting models relate customer electric usage to service area 

	

10 	economic trends, such as population, usage per customer, employment, and income, 

	

11 	in order to estimate future electricity sales. For example, population, personal 

	

12 	income,•  and weather are typical drivers of electricity sales: more customers and 

	

13 	increased income with which to purchase appliances will typically result in higher 

	

14 	electricity demand. 

15 

	

16 	Q 	WHAT METHODOLOGY DOES EPE USE TO SUPPORT THE SALES AND 

	

17 	DEMAND FORECASTS PRESENTED IN' YOUR TESTIMONY? 

	

18 	A. 	EPE relies on the regional macroeconomic forecasts prepared by IHS to support the 

	

19 	econometric models for the energy sales forecasts for the El Paso and Las Cruces 

	

20 	areas. EPE develops jurisdictional revenue class sales forecasts based on monthly 

	

21 	macroeconomic data and historic and forecasted customer data for each respective 

	

22 	jurisdiction., EPE develops individual rate class econometric forecasts if rate classes 

	

23 	are experiencing changes not in line with their historical trend. For.example, EPE 

	

24 	develops an econometric model for its, military customer in Rate 31-Military 

	

25 	Reservation Service ("Rate 31") to adjust for the incremental adjustments it has 

	

26 	experienced over the pist several year'S due.to  BRAC, as described previously in 
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1 
	

this testimony. EF,E's forecasts for energy sales are functigns of variables such as 

population, income, employment, and other significant inputs. The econometric 

	

3 
	

sales forecasts and resulting peak, demand forecast were adjusted' to reflect 

	

4 
	conservation, distributed generation, and load management effects not represented 

	

5 
	

in the historical database. 

6 

	

7 	Q. 	ARE ALL OF EPE'S SALES ESTIMATES.  BASED ON AN ECONOMETRIC 

	

8 	MODEL? 

	

9 	A. 	No.. In the few cases where adequate data was not available to support statistical 

	

10 	analysis, EPE relied on non-econometric sales and load information. Examples of 

	

11 	situations that require non-econometric estimates include significant expansion or 

	

12 	reduction by an existing or new customer as well as expansion of distributed 

	

13 	generation (DG") customers. 

	

14 	 As discussed previously, our military customer in Rate 31 experienced 

	

15 	abnormally. fast growth that is not reflected in its historical usage patterns. At the 

	

16 	same- time this customer has employed various energy efficiency initiatives that are 

	

17 	reducing consumption. In this case: EPE works with this military customer and our 

	

18 	internal customer service group to identify changing load requirements. 

	

19 	 Finally,,  given that DG is relatively new, there is limited historical regional 

	

20 	data, so it is riot suitable for econometric forecasting.  models. Future estimates for 

	

21 	DG customers and load are based on recent trends, sample studies, and khown or 

	

22 	reasonably predictable changes in consumption levels. 

23 

24 Q. HOW DOES EPE DETERMINE THE MONTHLY SYSTEM ENERGY 

	

25 	REQUIREMENT (SALES AT THE SOURCE)? 
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1 	A. 	EPE combines the annual retail sales, sale-s to RGEC, and Company use, and then 

	

2 	calculates line losses using a foss rate derived from the system loss study conducted 

	

3 	by, Management Applications Consulting, Inc. ("MAC") 'In February 2015. These 

system losses mutt be included with sales at the meter to accurately develop,the 

	

5 	total energy requirement needed to deliver electricity to EPE's customers. The 

	

6 	annual losses are then allocated to each month based on a historical seasonal 

	

7 	pattern. Additional line losses are incurred from_offlystem wheeling of EPE's power 

	

8 	(Losses-to-Others). The system loss study is presented' in the testimony of EPE 

	

9 	witness James Schichtl. Finally, a downward adjustment is made to reflect energy 

	

10 	efficiency and DG not represented in the historical database. 

11 

	

12 	Q. HOW ARE EPE'S PEAK DEMAND FORECASTS DEVELOPED? 

	

13 	A. 	EPE uses the nativé system load factor relationship to estimate future annual peak 

	

14 	
• 

demands. Load factor defines the relationship between energy and peak demand. 

	

15 	 System Load Factor =_ System Energy / (Peak Demand x Hours) 

	

16 	For example, the annual load factor for 2015 was: 

	

17. 	 System Load Factor = 8,441,421 MWh / (1,794 MW x 8,750 hours) = 0.537 

	

18 	EPE applies the previous year's load factor to "at source projected energy to 

	

19 	calculate the estimated peak demand. These values are then adjus.ted for projected 

	

20 	conservation and load management to calculate native system peak demand. 

. 	21 	 The demand from wheeling losses is also accounted for to obtain an overall 

	

22 	system peak demand. The final adjustment made to forecasted peak.demand is to 

	

23 	subtract interruptible lbad. Monthlý peak demand is estimated by using the historical 

	

24 	relationship between monthly peak demands and the annual peak demand. 

25 
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1 	Q. 	WHAT ARE THE MAJOR UNDERLYING ASSUMPTIONS USED IN DEVELOPING 

	

2 	EPES FORECASTS? 

	

3 	A. 	The major underlying assumptions for the forecasts are the,  projections .for 

	

4 	population,,income, weather, and employment. 

5 

	

6 	Q. 	DOES EPE RELY ON AN INDEPENDENT SOURCE IN ACCOUNTING FOR 

	

7 	THOSE MAJOR UNDERLYING ASSUMPTIONS? 

	

8 	A. 	Yes. The population, income, and employment data series for EPE's service area are 

	

9 	taken from the IHS regional economic forecasts for El Paso and Las Cruces that I 

	

10 	described earlier in my testimony. IHS's forecasts provide EPE with data that is 

	

11 
	

independent and free from any internal bias. IHS provides EPE with a large data set 

	

12 
	

of regional variables that are routinely updated. Moreover, as previbusly, discussed;_ 

	

13 
	

IHS is an intemationally recognized macroeconornic forecasting service with a 

	

14 
	

customer base that includes clients in induStry,, banking, government, and academiC 

1 5. 	institutions. 

16 

	

17 	Q. 	PLEASE SUMMARIZE THE FORECASTS USED IN THIS FILING. 

	

18 	A. 	The forecast summary shows that the 10-year CAGR for native system energy and 

	

19 	native system demand is approximaiely 1.4 and 1.6 percent, respectively. This is 

	

20 	reasonable given recent customer growth trends and expected employment growth 

	

21 	in EPE's service area over the long terM. The Companys energy and demand 

	

22 	forecast summary is provided in Exhibit GN-2. 

• 23 

24 

25 

26 

12 
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1 	 IV. 	LOAD STUDIES 

	

2 	 A. 	Overview 

	

3 	Q. 	PLEASE' DESCRIBE THE LOAD RESEARCH PROGRAM,AT EPE. 

	

4 	A. 	EPE's Economic Research Department conducts sample and census studies of 

	

5 	Texas and New Mexico customer energy and demand usage by rate, class fo 

	

6 	estimate class coincident peak demand, maximum class demand, and 

	

7 	non-coincident maximum demand. EPE uses this data to allocate costs to rate 

	

8 	classes and to develop rates based on energy and demand usage. EPE also uses 

	

9 	this data for resource planning. 

10 

	

11 	Q. 	WHAT1SA CENSUS STUDY? 

	

12 	A. 	A census study is conducted by completely metering rate classes with an Interval 

	

13 	Data Recorder (lDR"). These studies are typically performed on single customer 

	

14 	rate classes or rate classes with a low number of customers. For example, EPE's 

	

15 	Texas Large Power Service rate class has about 100 customers, all of which have 

	

16 	IDR meters for billing purposes. Rate classes that are based on a census study 

	

17 	contain study data in total form, as showft in Schedule Q-5.1. There is no sampling 

	

18 	error in developing the total class load. The data presented in Schedule Q-5.1 is 

	

19 	based on calendar month information, so, due to differences between calendar 

	

20 	months and billing months, the data will not exactly match billing data. 

21 

	

22 	Q. 	FOR WHICH EXISTING RATE pLASSES IN TEXAS DOES EPE UTILIZE A 

	

23 	CENSUS STUDY? 

	

24 	A. 	Texas rate classes that are evaluated usin§ a census study are as follows: 

	

25 	• Rate 15 Electrolytic Refining Service; 

	

26 	• Rate 25 Large Power Service; 
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1 	 • 	Rate 26 Petroleum Refinery Service; 

	

2 	• 	Rate 30 Electric Furnace Service; 

	

3 	• 	Rate 31 Military Reservation Service; 

	

4 	• 	Rate 34 Cotton Gin Service; 

	

5 	• 	Rate 38 Large Power Interruptible Service; and 

	

6 	• 	Rate 45 Supplementary Power Service for Co-generation. 

7 

	

8 	Q. WHAT IS A SAMPLE STUDY? 

	

9 	A. 	Sample stddies are performed on rate classes that have a large number of 

	

10 	customers. Sample studies a're based on sampling selected members of each 

	

11 	relevant rate class. For classes with numerous customers, it is not economically 

	

12 	feasible to install- IDR meters for every customer. For example, the Texas 

	

13 	Residential Service rate class is examined as a sample study due to the large 

	

14 	number of customers in the class. With approximately 278,000 Residential Texas 

	

15 	customers in September 2016, it -would not be economically feasible to install IDR 

	

1.6 	meters on all customers in this class. The sample study data is shown in 

	

17 	Schedule Q-5.2. 

18 

	

19 	Q. 	FOR WHICH EXISTING RATE CLASSES IN TEXAS' DOES EPE UTILIZE A 

	

20 	CURRENT SAMPLE STUDY? 

	

21 	A. 	The following rate classes in Texas are sampled: 

	

22 	• Rate 01 Residential Seniice; 

	

23 	
•• 

• Rate Rider Water Heating; 

	

24 	• Rate 02 Small General Service; 

	

25 	• Rate 11 Municipal Pumpihg; 
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1 	• 	Rate 22 Irrigation; 

	

2 	• 	Rate 24 General Service; and 

	

a. 	• Rate 41 City and County Se!vice. 

4 

	

5 	Q. 	FOR RATE.  CLASSES THAT ARE SAMPLED, WHAT ARE THE PROCEDURES 

EPE USES TO DEVELOP A SAMPLE DESIGN? 

	

7 	A. 	EPE uses a stratified random sample process for the sample studies. Sample 

	

8 	designs for. each load study were based on the Dalenius-Hodges stratification 

	

9 	procedure and the Neyman allocation methodology. 	The Dalenius-Hodges 

	

10 	procedure categorizes each customer into predetermined energy or demand blocks 

	

11 	and calculates stratum boundaries based on the frequency of,customers per block. 

	

12 	It is important that each customer selected for the sample is in the,appropriate strata 

	

13 	to ensure an accurate weighted, average. The Neyman allocation method is then 

	

14 	used ,to calculate the optimal sample size and to allocate samples between the 

	

15 	strata. These methods make use of available data in building efficient and 

	

16 	cost-effective sample designs. 

17 

18 Q. WHAT DOES EPE DO TO COMPLETE THE DEVELOPMENT OF A SAMPLE 

	

19 	STUDY AFTER IT IS DESIGNED? 

	

20 	A. 	After the steps described in the answer to the preceding question are complete, EPE 

	

21 	selects customers from a random list of candidates and installs survey equipment at 

	

22 	each customers premise. Meter Testing "personnel maintain the IDR meters and do' 

	

23 	monthly translation of the data. The Economic Researth Department performs 

	

24 	primary data analysis. The Meter Testing Department screens data to ensure the 

	

25 	accuracy and validity of the IDR meter readings. Data judged to be within normal 

	

26 	tolerance ranges are merged into the Load Research database. 

15 	 DIRECT TESTIMONY OF 
. GEORbE NOVELA 

920 



	

1 	 For the analysis, a "typical customer for each study is used for data 

	

2 	comparison. The data for each account are collected on a continuous basis with 

	

3 	meters reacL monthly. Accounts in eacil stratum are then averaged, producing a 

	

4 	stratum average. Each stratum average is then multiplied by a,  strata weighting 

	

5 	factor to develop the class weighted average. The strata weighting factor is the 

	

6 	pertentage of customers of the total population being sampled contained in each 

	

7 	stratum. This weighted average represents a typical customer for each sample 

	

8 	study. The sample studies are stratified as shown in the Schedule Q-5.2: 

9 

	

10 	Q. WHAT PROCESS DOES EPE USE TO KEEP THE LOAD STUDIES CURRENT? 

	

11 	A. 	EPE reviews each sample study for accuracy and performs any restratification, if ' 

	

12 	necessary. This review process is done in general for new studies and periodically 

	

13 	for restratification every few years. Restratification uses the Dalenius-Hodges and 

	

14, 	Neyman Allocation techniques to derive a new sample study for a rate class. A new 

	

15 	random sample is then selected and new IDR meters are put in place. 

	

16 	 For census studies, the customer cornposition of each rate class is updated 

	

17 	every month to ensure.  full representation. 

18 

	

19 	 B. 	Residential Distributed Gèneration  

	

20 	Q. 	IS EPE SUPPLYING ANY SAMPLE STUDIES FOR PROPOSED NEW RATE 

	

21 	CLASSES IN THIS FILING? 

	

22 	A. 	Yes. EPE performed a sample study for the Texas residential customers who have 

	

23 	installed rooftop solar. 	The study provides data about the different load 

	

24 	charactehstics of these residential DG customers compared to residential customers 

	

25 	(non-DG). Cost of service results for DG are summarized by EPE witness Adrian 
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1 	Hernandez, and the rate design results of DG are. summarized by EPE witness 

	

2 	Manuel Carrasco. 

3 

4 Q. HOW DOES THE SAMPLE STUDY FOR THESE CUSTOMERS COMPARE TO 

5- 	YOUR OTHER SAMPLE STUDIES? 

	

6 	A. 	The sample for the residential DG load study was designed using the 

	

7 	Dalenius-Hodges and Newman allocation techniques. This is the same methodology 

	

8 	used for all the other sample load studies in place. EPE began analyzing its 

	

9 	residential rooftop solar customers in early 2013. Initially, the Company used a 

	

10 	12 Coincident Peak (CP") model that required 19 customers to be sampled in Texas. 

	

11 	Two IDR meters, one bi-directional and a Renewable Energy Credit ("REC") meter, 

	

12 	were placed on a random set of residential DG customers in order to gather interval 

	

13 	demand data. Given the growth of these customers in both numbers and average size 

	

14 	of their systems, EPE expanded the sample size to achieve a 4CP model in January 

	

15 	2014 and further expanded to a 1CP model in May 2015. As of the end of the Test 

	

16 	Year, EPE .had 57 customers in its residential DG load study for Texas. Because EPE 

	

17 	allocates cost "on the basis. of a' 1P model, the load study provides, a statistically 

	

18 	robust and valid estimate of EPE's system peak. 

19 

	

20 	Q. 	DOES THE STUDY PROVIDE DATA TO COMPARE THE USAGE PROFILE FOR 

	

21 	RESIDENTIAL DG CUSTOMERS WITH THAT OF RESIDENTIAL CUSTOMERS? 

	

22 	A. 	Yes. The usage profqe for residential DG customers is noticeably different than that 

	

23 	of the usage profiles of residential custorners. Figure GN-1 below compares the 

	

24 	delivered load profile for residential DG customers to their total household load 

	

25 	profile. The total household load represents the total consumption of residential DG 

	

26 	customers regardless of their solar production. 
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Figure GN-1 
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3 

4 

5 

7 

8 

9 

10 

11 

12 	 Figure GN-1 uses the interval data from the residential DG bi-directional and 

13 	REC meters to 'calculate each customer's total household consLimption. It shows a 

14 	significant decrease in both coincident demand and energy delivered fix-  residences 

15 	that become residential DG customers: However, we can also compare the 

16 	delivered load profile of residential DG customers to the load profile of a residential 

17 	strata. Figure GN-2, below, compares the delivered load profile for residential DG 

18 	customers to the delivered.load profile of residential customers in Strata 4. Strata 4 

19 	from the Texas Residential load study was chosen because the total household load 

20 	of residential DG customers closely follow the consumption.patterns of the residential 

21 	customers that fall in this strata. Figure GN-2 showS similar usage patterns to those 

22 	in Figure GN-1. 

23 
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Residential Strata 4 vs. Load Delivered to Residential DG 
Customers,  

	

5.0 	 2000, 

	

4.5 	 1,800 ..- . / 	. 	1,600 

	

4.0 	 / 	 • 
1 	 • 

	

15 	
1 	

• 	1,400 
_c 	3.0 ' 	% 	 / 	 • 

1,200 
c 	 / 	 - 1,000 ..1 
ti 	% 	 / 

	

eg 2.5 	%- 	 / 	 L. 
. 	 /. 2.0 	 800 1......"`A....0‹ 	 ... 
o 	 / 

,.. ..., ,_ 	 ... 	 600 

• / 

	

0.5 	 • 	 200 

	

0.0 	 0 

00°61  e0e(  0061 	ci 
1401  oed3 	104' f  6,001  000' pne 3,01 ,olsk  tectoel, 

Se9  

— — Residential ST 4 LS Coincident kW — — Residential DG LS CD kW 
— Residential ST 4 LS Energy 	— Residential DG LS Energy 

— 1.5 

1.0 	 400 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Figure GN-2 

Figure GN-3, below, compares the hourly delivered load profile for residential 

DG customers to the hourly delivered load profile of residential customers in Strata 4 

during the 4CP months of June through September of 2016. This figure shows that 

the summer usage patterns of both customer groups have distinct consumption 

characteristics. At the time of the 2016 system peak, consumption was lower for 

residential DG customers compared with the residential customers in Strata 4. 
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1 	 Figure GN-3 
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11 

12 	 Figure GN-4, below, compares the hourly delivered load profile for residential 

13 	DG customers to the hourly delivered load profile of residential customers in Strata 4 

14 	during the December 2015 peak day for EPE (December 15, 2015). Figure GN-4 

15 	shows that the usage patterns of both customer groups have distinct daily.  

16 	consumption characteristics over a winter month. Consumption patterns between 

17 	the two groups vary over the day, but they do move toward one another during the 

18 	peak hour. 
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Daily Load Profile - December 15, 2015 
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Figure GN-4 

The daily peak graphs above, Figures GN-3 and GN-4, highlight that the 

usage patterns of both customer groups have distinctly different daily consumption 

characteristics in both the summer and winter months. Consumption patterns 

between the two groups vary over the day, but converge during the evening hours 

(after approximately 6pm). As seen above in Figures GN-3 and GN-4, the evening' 

period is a time where native system peak demand is still high. The daily 

consumption patterns of residential DG customers are more volatile than residential 

customers due to their ramp up of energy consumption in the late afternoon to early 

evening hours. The volatility in the delivered load profile of residential ,DG customers 

is highlighted by their monthly load factors, as shown in Figure GN-5 below. 
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1 	 ,Figure GN-5 
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12 	 Figure GN-5 has the monthly load factors for both customer groups. As 

13 	expected, the lower monthly load factor for every month cornes from the more 

14 	volatile group of residential DG customers. 

15 

16 Q. 	DO RESIDENTIAL DG CUSTOMERS MAINTAIN THEIR REDUCTION IN 

17 	CONSUMPTION DURING PERIODS OF HIGH SYSTEM PEAK DEMAND? 

18 	A. 	No. Residential DG customers, as seen above in Figures GN-3 and GN-4, ramp up 

19 	their consumption in the late afternoon to early evening. During this time period, EPE 

20 	continues to serve a high native system peak demand. Figure GN-6 isolates the 

21 	average DG system's generation profile and compares it to EPE's hourly native 

22 	'system peak profile for the native sYstem peak day on July 14, 2016. 

23 

24 

25 

26 

22 
	

DIRECT TESTIMONY OF 
GEORGE NOVELA 

927 



Daily Load Profile - Jury 14, 2016 
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Figure GN-6 

As you can see from Figure GN-6, the average DG system production drops 

significantly after it reaches its maximum output at 13:00 hours. However, EPE must 

serve the drop in the output of.the DG systems while the native systeni peak demand 

remains at high levels for several hours. In the example• above, the average 

residential DG system produces 68 percent of its maximum daily.output at the time of 

EPE's system coincident peak (16:00 hours). Output continues to decline until the 

average residential DG system produces 0 percent of its daily maximum output at 

20:00 hours. At 20:00, EPE is still serving 89 percent of the load it had at the time,of 

the coincident peak. 

Q. 	HAVE YOU PERFORMED ANY ADDITIONAL ANALYSIS ON THE-PROPOSED 

RESIDENTIAL DG CUSTOMER CLASS? 

Yes. Exhibit GN-7 provides further analysis on the comparison between residential 

DG and residential cuStomers load characteristics. Usinj various measures, 

Exhibit GN-7 shows that the residential DG customers are markedly different from 
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residential customers. The significantly different usage characteristics of residential 

	

2 	DG customers support the need for these customers .to be moved into a separate 

	

3 	class. EPE's residential DG rate design proposals are summarized by EPE witness 

	

4 	Schichtl. 

5 

	

6 	 C. 	City and County Customers  

	

7 	Q. 	HAVE YOU PERFORMED AN ANALYSIS TO COMPARE THE USAGE PROFILE 

	

8 	OF THE CITY AND COUNTY CU .STOMER CLASS TO OTHER CUSTOMER 

	

9 	CLASSES? 

	

10 	A. 	Yes. Exhibit GN-8 is an in-depth analysis of the usage characteristics of the current 

	

11 	customers in Texas Rate 41 City and County Service ("Rate 41") compared to the 

	

12 	usage characteristics of the customers under existing EPE rate classes, i.e., Texas 

	

13 	kate 02 Small General, Texas Rate 24 General Service, and Texas Rate 25 Large- 

	

14 	Power Service. 

15 

	

16 	Q. 	WHY DID YOU CONDUCT THE ANALYSIS IN EXHIBIT GN-8? 

	

17 	A. 	I conducted the analysis to examine the similarity of usage characteristic of current 

	

18 	Rate 41 customer types to customers under existing Rates 02, 24 and 25 As shown 

	

19 	in Figure GN-7 below, customers in Rate 41 have usage characteristics that are very 

	

20 	different from one another. This is due to the' fact that they are in Rate 41 simply 

	

21 	because of their status as a public school or a municipal/county government agency 

	

22, 	and not because of their load characteristics, as is the case with most- tariffs. 

	

23 	Rate 41 is closed to new customers. The only 'criterion for being placed on Rate 41 

	

24 	when the rate was open was for customers to belong to a public school district or a 

	

25 	municipal/county government agency. A Rate 41 customer is not required to .meet 

	

26 	any energy consumption or maximum demand conditions. New public school, 
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Customer Load Profile- July 14, 2016 
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25 	Q. 	DID YOU ALSO -ANALYZE PUBLIC SCHOOL LOAD? 

Q. 	WHAT DOES THE ANALYSIS IN EXHIBIT GN-8 SHOW? 

A. 	The analysis demonstrates that customers currently under Rate 41 have usage, 

patterns that are similar to the customers in other EPE rate classes, specifically 

Small General Service, General Service, and Large Power Service. 

facilities and municipal/county government entities are placed into the applicable 

existing EPE tariff for which they qualify, such as Small General Service, General 

Service, and Large Power Service depending on the type of consumption that they 

expect to have. The minimum energy and/or demand criteria for each rate are 

specified in each tariff. 

Figure GN-7 below shows the load profile for 10 randomly sampled 

customers in the Texas Rate 41 sample study for the system peak day in the Test 

Year, July 14, 2016: 

Figure GN-7 
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1 	A. 	Yes: EPE also performed a separate analysis on the consumption pattems of public 

2 	schools in the Rate 41 sample study in Exhibit GN-8. The anilysis found that the 

3 	pattern of school energy consumption was similar to EPE's non-school customers 

(existing sampled Rate 41 customers that are not identified as a building used as a 

school) for a majOrity of the year. As might be expected, on average, schools 

lowered their consumption in the early part of the 4CP (June and July) period, when 

schools close or are less busy due to the summer break. However, schools 

increased their loads over the second half of the vitical peak period (August and 

September). Figure GN-8, below, shows the monthly energy consumption of our 

sample schools compared to our sampled non-school customers in Texas Rate 41. 

Figure GN-8 

However, consumption patterns of public school's various peak demand measures 

were more volatile than EPE's non-school customers and therefore were not highly 

correlated to ÉPE's. non-school Customers. For a detailed demand analysis of 

sampled schools compared to non-schools in Rate 41, see Exhibit GN-8. 
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1 	Q. 	CAN YOU SUMMARIZE YOUR FINDINGS FROM THE RATE 41 ANALYSIS? 

	

2 	A. 	Yes. EPE's analysi'S shows that the usage profiles of existing customers in Texas 

	

3 	Rate 41 are similar to the usage profiles of customers in other existing rates for 

	

4 	which Rate 41 customers would qualify in the absence of Texas Rate 41. The usage 

	

5 	characteristics of current Rate 41 customers are very different from each other. 

	

6 	 The only subgroup of customers in Rate 41 that would benefit from further 

	

7 	analysis would be the schools subgroup to determine if they are indeed a different 

	

8 	group of customers, such as residential DG. 

	

9 	 While there may be justification to move current Rate 41 customers to their 

	

10 	appropriate rate, it is my understanding that the Company will not seek to move 

	

11 	existing "Rate 41 customers at this time pending further analysis on schools. EPE'S 

	

12 	Rate 41 rate design proposals are summarized by EPE witness Schichtl. 

13 

	

14 	 D. 	Jurisdictional Allocation  

	

15 	Q. 	HOW ARE ENERGY AND DEMAND ALLOCATED BETWEEN JURISDICTIONS? 

	

16 	A. 	Energy and demand data by rate class are used to estimate annual and monthly 

	

17 	system coincident demand by rate class and jurisdiCtion. New Mexico load data are 

	

18 	gathered from substations and feeders in New Mexico and along the 

	

19 	Texas-New Mexico state line. The New Mexico load contribution for each substation 

	

20 	is updated on an annual basis. The total New Mexico and RGEC coincident demand 

	

21 	is subtracted from total system demand to determine Texas coincident load. 

	

22 	Maxirrium and coincident demand by rate class is determined by using .billed energy 

	

23 	and the estimated load and coincidence factgrs from the load studies. Energy and 

	

24 	demand losses are appliéd in this model using the most current loss study. 

25 
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1 Q: HAS EPE MADE ANY NOTEWORTHY CHANGES IN ITS ALLOCATION 

	

2 	METHODOLOGY FROM ITS LAST TEXAS RATE CASE FILING IN DOCKET 

	

3 	NO. 44941? 

	

4 	A. 	Yes. EPE has made two noteworthy changes to.,its allocation methodology that 

	

5 	differs from Docket No. 44941. The first is a change to the load factor used in EPE's 

calculation of the 4CP-Average and Excess (4CP-A&E"). In the past, EPE has 

	

7 	employed the use of an average load factor based on the four critical months (June- 

	

8 	September) in its calculation of the 4CP-A&E. EPE now employs a load factor in its 

	

9 	calculation of the 4CP-A&E based on the single highest peak demand measured 

	

10 	during the Test Year (1CP). 

The second change involves using a system load factor in its calculation of 

	

12 	the 4CP-A&E for both jurisdictiopal and class/retail allocators. In the past EPE used 

	

13 	a system load factor in its calculation of the 4CP-A&E for only jurisdictional 

	

14 	allocation. The Texas class/retail.load factor was used in its 4CP-A&E 'calculation for 

	

15 	allocating capacity-related production at the class/retail level. 

16 

	

17 	Q. WHY HAS EPE MADE THE TWO CHANGES ABOVE? 

	

18 	A. 	The firM change, regarding a move from a 4CP to 1CP load factor, follows the 

	

19 	Commission's 'Final Order, in a recent Southwestern Public Service Company 

	

20 	(SPS") rate case, Docket No. 43695. In that case, the Commission found that the 

	

21 	use of a 1CP factor was more consistent with how SPS planned and built its 

	

22 	generation and transmission systems. 

	

23 	 The second change, regarding the use of a system load factor to calculate 

	

24 	the 4CP-A&E for both jurisdictional and class/retail allocators, follows the 

	

25 	Commission's Final Order in a recent Southwest Electric Power Company 

	

26 	(SWEPCO") rate case; Docket No. 40443. In that case, the Commission found that 
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1 	since SWEPCas generation is built to, meet system needs based on analysis of the 

	

2 	system loads, it is reasonable to allocate costs using the systern load factor. 

	

3 	 I believe both these changes are reasonable and are in line with recent 

	

4 	orders by the Commission. 

5 

	

6 	 E. 	Peak Demand  

	

7 	Q. WHAT IS'THE TREND OF THE TOTAL SYSTEM PEAK DEMAND? 

	

8 	A. 	EPE is a summer peaking utility. This means that, EPE's system will experience a 

	

9 	significantly higher load during the day between the, months of May to September 

	

10 	than it experiences at other times of the year. In addition, demand in the.off-peak 

	

11 	hours during the summer decreases significantly due to the mild weather in El Paso. 

	

12 	To efficiently meet peak demand, EPE's generation must be readily available during 

	

. 13 	daytime summer conditions and able to cycle or shut down completely during 
• 

14- 	off-peak periods (e.g., nights, weekends and winter) and turn ón withoutlimit as soon 

	

15 	as needed. Over the past ten years the system peak demand has had a CAGR of 

	

16 	2.7 percent while native energy has had a CAGR of 1.4 percent., This has resulted in 

	

17 	a decreasing trend in EPE's system load factor. The historipal demand and native 

	

18 	system energy for the EPE system is presented in Exhibit GN-6. 

	

19 	 Over the past decade the EPE system load 6ctor has fallen. Overall, the 

	

20 	system load factor dropped from 59.8 percent in 2006 to 53.7 percent in 2015. The 

	

21 	primary factors behind this long-term decline in system load factor include the 

	

22 	decline in manufacturing activity and the increase in the saturation of central 

	

23 	refrigerated air conditioning units in the residential class. 

	

24 	 Refrigerated air conditioning units use significantly more electricity than 

	

25 	evaporative cooling units. 	The demand for electricity from refrigerated air 

	

26 	conditioning units tends,to be highest during hbt summer days, when they cycle on 
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and off in response to hot temperatures. In contrast, evaporative air conditioners' 

have limited cycling. This contributes to a downward trend-in the system load factor, 

	

3 	which means that demand grows faster than sales. Over lime, this results in swings 

	

4 	in demand that become moth pronounced during the summer months, thus requiring 

	

5 	additional generation to meet this demand. 

6 

	

7, 	 V. 	WEATHER NORMALIZATION  

Q. 	WHY DID EPE UTILIZE A WEATHER ADJUSTMENT IN THE ANNUALIZATION 

	

9 	PROCESS? 

	

10 	A. 	The weather adjustment provides a level of sales that can be expected during a year 

	

11- 	with average weather. EPE needs to adjust energy sales based on the weather to 

	

12 	avoid over- or understating the level of sales that could be expected during a year 

	

13 	with average weather. The total weather adjustment for Texas retail customers is a 

	

14 	decrea§e of 17,793,008 kWh (-0.29 percent) from total Texas retail Test Year sales 

	

15 	of 6,175,132,723 kWh. Weather can have a profound impact on the month-to-month 

	

16 	fluctuations in EPE's system energy sales. Thisls due in large part to the operation 

	

17 	of heating and cooling equipment that is weather sensitive. 

	

18 	 In EPE's.:service area, the adoption of central refrigerated aii-  conditioning is 
• 

	

19 	increasing. Central refrigerated air conditioning equipment is replacing evaporative 

	

20 	cooling equipment ih residences and commercial establishments. Additionally, new 

	

21 	residential construction projects include the use of refrigerated air units. Asa result, 

	

22 	EPE's load has become more weather sensitive. 

23 

24 Q. WHY DOES EPE USE WEATHER STATIONS FOR BOTH EL PASO AND 

	

25 	LAS CRUCES? 
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1 	A. 	An analysis of historical heating degree days (HDD") and historical cooling 'degree 

	

2 	days ("CDD") for El Paso and Las Cruces revealed that there are climate differences 

	

3 	between the two locations. I note this in Exhibit GN-3. These degree days measure 

	

4 	the fluctuations in daily average temperature below or above the designated base 

	

5 	temperature (65 degrees Fahren.heit). Temperatures below the designated base 

	

6 	temperature lead to increased use of héating appliances and are, therefore, referred 

	

7 	to as heating. degree days. Conversely, fluctuations in daily average temperature 

	

8 	above the 65 degree base temperature lead to greater use of air conditioning and 

	

9 	are referred to as cooling degree days. 

	

10 	 Despite the fact that El Paso and Las Cruces are located in a dry desert 

	

11 	climate and are less than 50 miles apart, they have some climate,differences that 

	

12 	make it important to match weather data at both locations to analyze their respective 

	

13 	energy sales.. Even though the temperatures in both cities tend to move in the same 

	

14 	direction relative to each other, El Paso tendsrto be warmer than Las Cruces. Over 

	

15 	the last.10 years, Las Cruces has consistently had fewer annual CDD than El Paso. 

	

16 	 Given these consistent differences in weather patterns between the two 

	

17 	cities, EPE has concluded that it is appropriate to use two different weather sites for 

	

18 	our analySis. 

19 

	

20 	 A. 	Description of EPE's Weather Normalization Adjustment  

	

21 	Q. WHY HAS EPE MADE WEATHER NORMALIZATION ADJUSTMENTS TO THE 

	

22 	ENERGY OF.  THE VARIOUS RATE CLASSES? 

	

23 	A. 	Adjustments for such flUctuatipg temperature conditions are made to ensure that the 

	

24 	kilowatt-hour sales levels, upon which rates are based, neither over-recover nor 

	

25 	under-recover the utility's allowed cost of service. Kilowatt-hour sales were adjusted 

	

26 	to normalize Test Year sales for those rate classes whose use of electricity is 
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1 
	

sensitive to temperature conditions. During a given period, such-  as the Test Year, 

	

2 
	

temperature conditions may be warmer or colder than normal. As a result, sales of 

	

3 
	

electricity may be higheror lower than the level that will normally occur. 

4 

	

5 	Q. 	HOW WERE EPE'S WEATHER NORMALIZATION ADJUSTMENTS MADE? 

	

6 	A. 	EPE prepared statistical models that measure customer responsiveness to 

	

7 	temperatures for all rate classes. Only those econometric models that displayed 

	

8 	statistically significant effecis tõ fluctuations in temperature were included in EPE's 

	

9 
	

weather adjustment. EPE found a total of seven such econometric models in Texas. 

	

10. 
	

The seven individual Rate Class models are: 

	

11 	• Rate 01 Residential, 

	

12 
	

• Rate 02 Small General Service, 

	

13 	• Rate 11 Municipal Pumping, 

	

14 	• Rate-22 Irrigation, 

	

15 	• Rate 24 General _Service; 

	

16 	• Rate 31 MilitarY Reservation Service, and 

, 	17 	• Rate41 City and County Service. 

18 

	

19 	Q. WHICH RATE CLASSES WERE EXCLUDED FROM WEATHER NORMALIZATION 

	

29 	ADJUSTMENTS? 

	

21 	A. 	Weather normalization adjustments were not made to lighting classes or to Large 

	

22 	Commercial and Industrial customer classes, since these customers uses of 

	

23 	electricity are not sensitive to fluctuations in temperature. Further, no weather;  

	

24 	normalization adjustment is proposed for RGEC since EPE does not have access to 

	

25 	end-user information for this wholesale customer. 
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1 	Q. 	WHAT IS THE PROCESS FOR CALCULATING WEATHER NORMALIZATION 

	

2 	ADJUSTMENTS? 

	

3 	A. 	Weather normalization adjustments were calculated _in a three-step process. Firsf, 

	

4 	linear regressions were employed to quantify the influence that factors such as CDD, 

	

5 	HDD, income, and other variables have upon monthly electric consumption. A 

	

6 	number of linear regression models were examined, and the models were tested for 

	

7 	statistical strength and reasonableness. 

	

8 	 In the second step of calculating the weather normalization adjustments,, the 

	

9 	coefficients of the regression equations were translated into monthly kWh 

	

10 	adjustments for the Rate Classes. The regression coefficients for the explanatory 

	

11 	variables in each regression equation equal the change in the dependent variable 

	

12 	(kWh usage) associated with a one unit change in the explanatory variable. Thus, 

	

13 	the regression coefficients for CDD provide the, changes in monthly usage per 

	

14 	customer associated with a oné CDD change. Similarly, the regression coefficients 

	

15 	for HDD provide the changes in monthly usage per customer associated with a one 

	

16 	HDD- change. Multiplying the degre'e day regression coefficient by the difference 

	

17 	between the normal number of degree days and the Test Yer period actual degree 

	

18 	days in a month produces the amount by which Test Year rieriod kWh varied from 

	

19 	kWh use under normal temperature conditions. Exhibit GN-5 shows these 

	

20 	calculations. 

	

21 	 In the third step, for the residential class, the above kWh per customer impact 

	

22 	is multiplied times the number of monthly customers. The residential rate classes 

	

23 	are estimated on a use per customer basis-because customers display homogenous 

	

24 	consumption. The kWh weather impagt estimate for these classes is based on a per 

	

25 	customer basis so multiplying by the number of customers in that month is necessary 
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1 	to get a total weather effect value. Allocation of the 'monthly weather normalization 

	

2 	adjustments are provided in Exhibit GN-5. 

3 

	

4 	Q. HOW DOES EPE CALCULATE NORMAL WEATHER? 

	

5 	A. 	EPE uses a 10-year average of monthly National, Oceanic and Atmospheric 

	

6 	Administration ('NOAK) HDDs and, CDDs, adjusted for billing cycles, as a proxy for 

	

7 	future average weather conditions. EPE relies ,on the aecuracy and acceptance of 

	

8 	NOAA data as being the international standard. 

	

9 	 NORA is a federal agency that. monitors climate and collects and publishes 

	

10 	local weather pattern data. NOAA calculates HDD and CDD data that are used by 

	

11 	forecasters to estimate the impact of weather on energy sales and load.. Because 

	

12 	CDD and HDD are recorded on a calendar month basis while booked rnonth sales 

	

13 	are recorded over 18 billing cycles that normally include portions of two calendar 

	

14 	months, it was necessary to transform these calendar month variables into variables 

	

15 	that correspond to EPE's billing cydles. This transformation was accomplished 

	

16 	through the use of -two month moving average CDD and HDD variables. 

	

, 17 	 Weather fluctuates from year to year. Some years are hotter than others and 

	

18 	some are cooler. But over a longer period ,of time; for example 10 years, any large 

	

19 	weather variation that occurs in one. year is tempered in the analysis over the tithe 

	

20 	frame. 

21 

22 Q. OTHER THAN CDD AND HDD, WHAT OTHER EXPLANATORY VARIABLES 

	

23 	WERE EMPLOYED IN MODELING CONSUMER USE OF ELECTRICITY? 

	

24 	A. 	In addition to including CDD and HDD variables, each weather model was structured 

	

25 	to incorporate economic and/or demographic variables that are likely to affect the 

	

26 	use of electricity by the class being modeled. 
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1 	Q. WERE THE MODELS TESTED FOR STATISTICAL ACCURACY AND dOODNESS 

	

2 	OF FIT? 

	

3 	A. 	Yes. All models met statistical requirements for logical consistency in terms of the 

	

4 	explanatory variables employed, signs of the coefficients, and consistency of results 

	

5 	using alternative model specifications. In addition, the models were tested for 

	

6 	significance of the independent variables as well as goodness of fit. 

	

7 	 The adjusted coefficient of determination ("R2") for the Texas regression 

	

8 	models ranged from 70.1 percent to 96.0 percent. The coefficient of determination 

	

9 	measures the proportion of the change in the dependent variable (kWh use) that is 

	

10 	explained by the.exogenous, or independent, variables. The goodness of fit of the 

	

11 	models ernployed in the weather normalization adjustments ris indicated by the R2  of 

	

12 	the model equations. The regression equations model customer L.ie of energy over 

	

13 	time and are, as, such, time seties regressions. Time series. regressions are 

	

14 	frequently affected by the presence of a serial correlation error term, also knOWn as 

autocorrelation. Autocorrelatiorr is caused_ by a lack of independence of an 

	

16 	equation's error terms, which may result in inflating the R2  of the model. Therefore, 

	

17 	the models were adjusted for the presence of autocorrelation terms when necesary. 

	

18 	 The coefficients for the independent variables in each model are significant at 

	

19 	a 95 percent confidence level. A 95 percent confidence level indicates a high degree 

	

20 	of confidence in the estimated kWh impact of temperature fluctuations. In summary,' 

	

21 	the statistics of the models indicate that we have confidence in ,the degree day and 

	

22 	economic variables emplOyed in the models, and that these variables do an excellent 

	

23 	jo6 of explaining changes in energy use. 

24 

25 

26 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

1 	Q. 	HOW WERE THE RESULTS Of THE REGRESSION EQUATIONS TRANSLATED 

2 	INTO WEATHER NORMALIZATION ADJUSTMENTS FOR EACH AFFECTED' 

3 	CLASS? 

4 	A. 	As described, previously in my testimony, the coefficients of the CDD and HDD 

5 	variables represent the change in energy use that corresponds to a one-degree day 

6 	change in temperature. Therefore, the product of rnultiplying the CDD and HDD- 

7 	coefficients by the differences between actual Test Year- degree days and 10 year 

average degree days provides the amount by which customer use of electricity has 

been affected by abnormal ternperatures. For example, for the Texas .Residential 

model, the July 2016 weather normalization adjustment was calculated as follows: 

Normal CDD 
Actual CDD 
Difference CDD 
July CDD Coefficient X 
Difference 'X Coefficient 
Number of Customers X 
Adjustment 

597 CDD 
667 CDD 
(70) CDD 

0.50373 kWh/CDD/Customer 
(42) kWh/Customer 

277,518 Customers 
(11,728,216) kWh 	. 

Note: Due to rounding, the totals in the example above do not add to the total adjustment., 

All other months were calculated in . the same manner using data specific to 

that month. The example above employs a monthly use per customer as the 

dependent variable. The models that employ total Rate Class kWh as the dependent 

variable do not have to multiply the resulting change in kWh by the number of 

customers in the class. Once the monthly kWh use for the weather sensitive classes 

was developed, the weather adjusted 'monthly, kWh use was further adjusted'4or 

year-end customer growth as explained in the direct testimony of EPE witness 

Carrasco. Please refer to Exhibit GN-5 for the monthly calculations by rate class 

described previously. 
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1 	Q. WHAT IS A NOAA NORMAL FOR COOLING DEGREE DAYS AND 'HEATING 

	

2 	DEGREE DAYS? 

	

3 	A. 	Since the number - of degree days can vary. significantly on a year-to-year basis, 

	

4 	NOAA provides normal HDD and CDD estimates that serve as a proxy for the 

	

5 	number of degree days that would be expected to occur during a year with normal 

	

6 	weather. To calculate the normal CDD and HDD for a particular month, NOAA uses 

	

7• 	the 30-year average high and low for each day of the month to calculate a daily CDD 

	

8 	or HDD. These daily CDD and HDD are then summed up for the month to arrive at 

	

9 	the monthly normal CDD and HDD. 

10 

11 Q. WHY DOES EPE USE 10-YEAR AVERAGE DEGREE DAYS FOR NORMAL 

	

12 	WEATHER INSTEAD OF THE NORMAL DEGREE DAYS PUBLISHED BY NOAA? 

	

13 	A. 	Using a 10-year average provides a reasonable time frame to encompass cyclical 

	

14 	temperature patterns lasting over several years and to smooth out the impact of 

	

15 	extreme.  ranges of temperature that may randomly occur from year to year and that 

	

16 	cannot reasonably be expected to be continuously repeated.. In addition to being- 

	

17 	able to encompass cyclical temperature patterns, its smaller size is more reflective of 

	

18 	current weather patterns. In addition, the NOAA normal data is only updated every 

	

19 	10 years, with the iast update in 2010. 

	

20 	 Figure GN-9 provides a graphic display of actual CDD (not adjusted for 

	

21 	billing) in El Paso during the Test Year as well as the average number of CDD using 

	

22 	a 10-year• average. Note that although the Test Year CDD and the 10-year average 

	

23 	have a similar shape there is a significant difference in the month of July. During the 

	

24 	Test Year, July is significantly above the.10:year average while August is well below 

	

25 	the 10-year average. Please refer to Exhibit GN-4 for the weather data described 
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1 	above. The Commission has found 10 years to be a reasonable basis for the 

weather adjustment. 

Figure GN-9 

Figure GN-10 provides a graphic display of actual, HDD (not adjusted for 

billing) in El Paso during the Test Year as well as the average number of HDD using 

a 10-year average. Note that although the Test Year HDD and the 10-year average 

have a similar shape February and March are significantly below the 10-year 

average. Please refer to Exhibit GN-4 for the weather data described above. 
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III Actual Test Year HDD 

3 10-Year Average HDD 

kei in to 41) tD 
1-4 r4 r4  1 	 • 	 a- 4 '7 

`03- 	
'1 c 0 ,..te CO al o Z 	 2 	 - < • v, 

700 

600 

500 
es 

4+ 400 
trds 

a0 300 

= 200 

100 

9 

10 

12 	Q. 

13 

14 

15 	A: 

16 

17 

18 

19 

4 

6 

7 

8 

5 

1 	 Figure GN-10 

2 

3 

Fiqw DO THE TEST YEAR PERIOD ACTUAL CDD AND HDD FOR EL PASO 

COMPARE TO NORMAL (10-YEAR AVERAGE) CDD AND HDD FOR THAT 

RECORDING LOCATION? 

Actual Test Year (not adjusted for billing) CDD for El Paso are 1.3 percent higher 

than the 10-year average CDD and actual Test Year. HDD (not adjusted for billing) 

are 7.0 percent lower than the 10-year average HDD. Figure GN-11 below 

compares the Test Year actual CDD and HDD against the 10-year average CDD and 

HDD. 

20 

21 

22 

23' 

24 

25 

26 
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2 

3 

4 

5 

6 

7 

8 

WHAT WAS THE EFFECT OF THE WEATHER ADJUSTMENT ON KWH SALES 

FOR TEXAS 'RETAIL CUSTOMERS? 

The weather nOrmalization adjustment reflects a reduction in kWh sales to account 

for the slightly warmer weather during the Test Year. The reduction is necessary to 

restate sales at more normal levels that can be reasonably anticipated when new 

rates are placed into effect. The total weather adjustment for Texas retail customers 

is a decrease of 17,793,008 kWh (-0.29 percent) from total Texas. retail Test Year 

sales of 6,175,132,723 kWh. 

This adjustment is provided for each affected rate class by month on 

Exhibit GN-5 of EPE's rate filing package. In addition, Exhibit GN-5 also provides 

the.calculation of the monthly weather normalization adjustments for each rate class. 

23 

24 	 VI. SUMMARY AND CONCLUSIONS 

25 	Q. 	IS THE LOAD FORECAST REASONABLE? 
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1 	A. 	Yes. EPE's econometric forecast methodology, using economic and demographic 

explanatory variables; is an established industry standard. The econometric models 

	

3 	used in the forecasts are sound in theory and they are statistically significant. In 

	

4 	addition,- sound professional judgment was exercised in developing the forecåsts for 

	

5 	rate classes that, otherwise did not lend themselves to econometric modeling. 

	

6 	Individual customer forecasts for large commercial and street lighting as well as 

	

7 	sales forecasts for distribtited generation were based on recent trends and known or 

	

8 	reasonably predictable changes in consumption levels. 

	

9 	 The 2016, long-term forecast exhibits a 10-year CAGR for native system 

	

10 	energy and native system demand of approximately 1.4 and 1.6 percent respectively. 

	

11 	These growth rates are consistent with recent trends and the economic growth 

	

12 	projections for our service territory. 	In sum, the source data and forecast 

	

13 	methodologies yield a reasonable estimate of sales and demand for thiS filing. 

14 

	

15 	Q. ARE THE WEATHER NORMALIZATION ADJUSTMENTS THAT YOU SPONSOR 

	

16 	FAIR AND REASONABLE? 

	

17 	A. 	Yes, they are both fair and reasonable. The economic models used to' develop the 

	

18 	adjustments employ standard industry practices, and the models have a high level of 

	

19 	statistical cOnfidence. Furthermore, the weather normalization adjustments fairly and 

	

20 	reasonably reflect the impact of slightly warmer weather during the Test Year. The 

	

21 	total weather adjustment for Texas retail customers is a decrease of 17,793,008 kWh 

	

22. 	(-0.29 percent) from total Texas retail Test Year sales of 6,175,132,723 kWh. 

23 

	

24 	Q. 	ARE YOUR RECOMMENDATIONS FOR RESIDENTIAL DG AND• EXISTING 

	

25 	RATE 41 CUSTOMERS,REASONABLE? 
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1 	A. 	Yes. Various measures show that the residential DG customers are markedly 

	

2 	different from residential customers. The significantly different usage characteristics 

of residential DG customers support the need for these customers to be moved into 

	

4 	a separate class. 

	

5 	 Existing customers in Texas Rate 41 have usage characteristics that are very 

different from each other. The usage proffles of these customers are similar to the 

	

7 
	

usage profiles of customers in other existing rates. This supports the need for these 

	

8 
	

customers to be moved into the applicable rate class. The only subgroup, of 

	

9 
	

customers in Rate 41 that would benefit from further analysis would be the schools_ 

	

10 
	

subgroup to determine if they ar6 indeed a'different class of "customers. 

	

11 
	

While the analysis provided in my testimony justifies moving most current 

	

12 
	

Rate 41. customers to their appropriate rate, it is my understanding that the Company • 

	

13 	will not seek to move existing Rate 41 customers at this time, pending further 

	

14 	analysis on schools. EPE'S_Rate 41 rate design proposals are summarized by. EPE, 

	

15 	witness Schichtl. 

16 

	

17 	C)". 	DOES'THIS CONCLUDE YOUR DIRECT TESTIMONY? 

	

18 	A. 	Yes, it does. 
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Exhibit GN-1 
Page 1 of..1 

SCHEDULES SPONSORED OR CO-SPONSORED BY G. NOVELA 

Schedule Description . Sponsorship 
Co-Sponsor H-12.1 SUPPLY AND LOAD DATA 

H-12.5a LINE LOSSES & SYSTEM'S OWN USE Co-Sponsa 
H-12.5f ON SYSTEM SALES.(WHOLESALE & RETAIL) Sponsor 
H-12.6a MONTHLY MINIMUM AND PEAK DEMAND Sponsor 
H-12.6b MONTHLY LOAD DURATION CURVE Sponsor , 
H-12.6c ANNUAL LOAD DURATION CURVE Sponsor 1 
0-1.3 UNADJUSTED TEST YEAR DATA BY RATE CLASS Sponsor-  t 
0-1.4 MONTHLY ADJUSTED TEST YEAR DATA By RATE CLASS Sponsor• 
0-1.6 SYSTEM LOAD FACTOR Sponsor 1 
0-1.9 PEAK DEMAND BY RATE CLASS Sponsor 
0-2.1 MODELINFORMATION Sponsor 1 
0-2.2 MODEL DATA Sponsor 1 
0-2.3 RAW MODEL DATA Sp9nsor 1' 
0-6.1 UNADJUSTED kWh SALES BY MONTH OF THE TEST YEAR Sponsor 
0-6.2 ADJUSTED kWh SALES DATA Sponsor 
0-7.1 SALES AND DEMAND DATA Sponsor 1 
0-7.2 HISTORICAL SALES DATA Sponsor . 
0-8.1 HISTORICAL WEATHER DATA Sponsor t 
0-8.2 

• 
HISTORICAL WEATHER DATA AFTER WEIGHTING & BILLING 
CYCLE ADJUSTS 

Sponsor . 

0-8.3 NORMAL HEATING AND COOLING DEGREE DAYS Sponsor 
0-8.4 65 DEGREE F BASE TEMpERATURE RESPONSES Sponsor 
0-9.1 RATE YEAR FORECAST MODEL INFORMATION Sponsor 
0-9.2 MODEL'DATA Sponsor 1 
0-9.3 RAW MODEL DATA Sponsor 
0-10.1 HISTORICAL DATA Sponsor 1 
0-10.2 PERSONAL INCOME DATA (NOMINAL PERSONAL INCOME) Sponsor 
P-9 DEMAND AND ENERGY LOSS FACTORS Sponsor 
Q-5,1 DEMAND DATA BY CUSTOMER CLASS Sponsor 
Q-5.2 DEMAND, CONSUMPTION, AND CUSTOMER DATA BY 

STRATA 
Sponsor 

Q-5.3 DEMAND ESTIMATES METHODOLOGY Sponsor 
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EXHIBIT GN-3 
PAGE 1 OF 1 

Exhih'it GN-3 Historical Weather in Las Cruces, NM and El Paso, TX 

Las Cruces El Paso 
Percent Difference I:C 

vs. EP 
Year HDD CDD HDD CDD HDD CDD 

2006 2,511 1,938 2,020 2,457 24% -21% 

2007 _ 2,690 2,024 2,286 2,512 18% -19% 

2008- 2,759 1,708 2,188 2,272 26% -25% 

2009 2,657 2,050 2,144 2,768 24% -26% 

2010 2,885 2,066 2,273 2,738 ' 27% -25% 

2011 2,888 2,324 2,402 3,141 20% -26% 

2012 2,483 2,173- 2,009 2,876 24% -24% 

2013 2,910 2,102 2,426 2,695 20% -22% 

2014 2,390 2,043 1,900 , 2,671 26% -24% 

2015 2,599 2,196 2,095 2,839 24% -23% 

Average 2,677 2,062 2,174 2,697 23% -23% 

(2006-2015) 
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Exhibit GN-6 Historical Load 

Year 
Native Peak 

Demand 
Native System 

Energy 
2005 1,376 7,334,819 
2006 1,428 7,481,256 
2007 1,508 7,694,664 
2008 1,524 7,669,160 
2009 1,571 7,707,261 
2010 1,616 8,046,019 
2011 1,711 8,342,116 
2012 1,688 8,399,958 
2013 1,750 8,354,189 
2014 1,766 8,230,271 
2015 1,794 8,441,421 

10 Year CAGR 2.7 1.4 
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Comparing Load Characteristics of Residential Customers to Residential Distributed 
Generation Customers 

• The Economic Research Department designs sample load studies to determine load 
characteristics for large rate classes. With ovei-  270,000 customers, a load study sample is 
used to model load patterns for the Texas residential class. Texas residential customers 
consumed an average of 677 kWh monthly during the year ending September 30, 2016. 
This is comparable to the average residential sales reported in the 2015 10-K. The 10-K 
reports'an annual average consumption of 7,763 kWh or 647 kWh average monthly sales 
per customer. 

• Load patterns for residential dMributed generation (DG) customers are modeled in the 
same manner as the Texas residential class. For the year ending September 2016, the 
residential DG sample consisted of 57 customers. As estimated by the Texas residential 
DG load study, residential customers with DG consumed an average of 899 kWh monthly foi-
the test year, supplied through a combination of EPE system resources and self-generation. 
On average,,residential DG customers consume approximately 32.77%.more energy,than 
the typical residential customer (shown-in the graph below). 

• As shown in Figure 1 below, this difference between residential DG customers and 
residential customers is more pronounced in the four coincident peak (CP) summer months 
(June — September) where a typical residential customer consumed an average of 949 kWh 
and a residential DG custoerier consumed 1,372 kWh monthly, or approximately 44.54% 
more. 

Figure 1 
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• The same pattern can be seen in Figure 2 below, when comparing average coincident and 
maximum demand for these customers. "Coincident" demand refers to demand measured 
at the time of the EPE monthly system peak, where "maximum" refers to the customers peak 
demand regardless of when it occurs. 

• The average residential DG customer's load is 49.17% and 40.42% higher than a typical 
residential customer for maximum kW and coincident kW; respectively. During the 4CP 
months, as with energy consumption, a residential DG customers load is significantly 
higher than the load for the average residential customer, approxiMately 66.12% for 
maximum kW, and 55.59% for coincident kW.,  

Figure 2 

Residential DG Customers are Typically High Usage Customers 

• On average, residential DG customers consume.more energy than the typical residential 
customer. Therefore, it would be more practical to analyze this class in comparison to 
customers that have similar usage patterns. 

• The Texas Residential load study is stratified by energy and consists of five strata. The 
strata boundaries are listed below. 

• Strata .1: 0 — 300 kWh 
• 'Strata 2: 301 — 500 kWh 
• Strata 3: 501 — 800 kWh 
• Strata 4: 801 — 1,400 kWh 
• Strata 5: 1,401'-- 19,000 kWh 
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• With an average annual consumption of 899 kWh monthly, residential DG customers are 
most comparable to the high usage customers that fall in strata 4. Figure 3 below show the 
similarity between the residential DG customers and the strata 4 residential customers. 

• The energy consumption between the two types of,customers is almost identical. 

Figure 3 . 

• The same observation can be made for demand patterns between a residential DG 
customer's total household load and a high usage strata 4 customer in Figure 4 below. 
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Figure 4 

Energy Consumption for Residential DG Customers 

• Despite the similarities of a residential DG.customer's total household consumption to the 
high usage customers that fall in the Texas strata 4 load study, these customers solar panel 
production partially offsets the amount of energy provided to them,by.EI Paso Electric, 
creating a markedly different retail service profile. 

• A residential strata 4 customer consumedan average of 1,015 kWh monthly during the test 
year, while EPE supplied residential DG customers an average of 626 kWh monthly, or 
38.34% less. This difference can be seen in Figure 5 below. 
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Figure 5 

• Figure 6 below, illustrates how a customers load requirements change when considering 
only the load delivered to residential DG customers as opposed to their total household 
consumption. The load for both maximum demand and coincident demand follow the 
expected patterns. 

Figure 6 
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• A typical residential customers peak demand (Maximum Diversified Demand) occurs in the 
late afternoon hours. The same is true for residential DG customers, whose maximum 
demand occurs in-the late evening when not much sunlight is available to displace their 
load. As a result, the maximum demand for a residential DG customer is not distinctlji 
different than that of a residential strata 4 customer with no solar panels. 

• During the 4CP months, the monthly EPE native system peak occurred at 16:00 MST from' 
June through September. The graph depicts a decrease in load requirements for the 
residential DG customers during these months. During this time, the load delivered to the, 
residential DG customers was 42.33% lower than the residential customers in strata 4:-
Residential DG customers contribute less on average to the EPE system peak demand - 
during the 4CP summer months. 

• During the winter months, where the native peak occurred at 20:00 MSt, the coincident 
demand for a sesidential DG customer does not significantly differ from a regular strata 4 
residential customers coincident demand. During these nionths, residential DG customers 
contribute to the EPE system peak in roughly the same proportion as do strata 4 customers. 

Hourly Interval Load During Peak Periods 

• Figure 7 below, compares the hourly delivered load profile for residential DG customers to 
the hourly delivered load profile of residential customers in Strata 4 during the 4 CP months 
-of June—September of 2016. 

Fi ure 7 
Daily Load Profile - Average 4-CP Months 
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• During daylight hours, the load proVideCI to residential DG customers by.EPE ie greatly 
reduced by the customers solar generation. 

• The load patterns during a winter Peak day are similar. Figure 8, below, compares the 
hourly delivered load profile for residential DG custoMers to the hourly 'delivered load profile 
of residential customers in Strata 4 during the peak day in December 2015. 
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• The residential DG customers load is partially offset by the solar pahers production during 
the daylight hours. However, given that the peak during a winter month occurs during night 
time, the difference in usage between both customers is reduced. 

Figure 8 
Daily Load Profile - December 15, 2015 
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tamor Peak I-four —Residential DG Customers —Strata 4 Customers — — Native System Peak Load 

• Figure 9, below, isolates the average DG system's generation profile and compares it to 
EPE's hourly native system peak profile for the native system peak day on -July 14, 
2016.The load patterns during a winter peak day are similar. 

• As you can see from Figure 9, the average DG system production drops significantly after it 
reaches its maximum output at 13:00 hours. However,,EPE must serve the drop in the 
output of the DG systems while the native system peak demand remains at high levels for 
several hours. 
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Ficiure 

Daily Load Profile - July 14, 2016 
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• The daily consumption patterns of residential DG custonlers are more volatile than 
residential customers due to their ramp up of energy consumption in the late afternoon to 
early evening hours. 

• The volatility in residential DG customers' delivered load profile is.highlighted by their 
monthly load factors shown in Figure 10, 
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Load Characteristics Analysis of Texas Rate 41 Sampled Customers 

Summary 

Texas Rate 41 is composed of municipal and county governmental agencies as well as 
public schools. This is an existing rate that is closed to new customers. While the rate was open 
to new customers, the only criterion for being placed on this rate was for customers to belong to 
a public school district or a municipal/county government agency. Customers did not have to 
meet any energy consumption or peak demand conditions to qualify for the rate. As a result, 
customers in Rate 41 have usage characteristics that are' very different from each other. This 
study compares the usage characteristics of the various elastomers included in Texas Rate 41 and 
the usage characteristics of customers under existing El Paso Electrie (EPE) rate classes, i.e., 
Small General Service, General Service, and Large Power Service. This study finds that 
customers currently under Texas Rate 41, depending on their usage, can be classified under one 
of the three aforementioned pre-existing EPE rates because they meet the tariff criteria necessary 
to receive service under these rates. In addition, the, usage patterns of current Texas Rate 41 
customers are similar to the usage patterns of customers already in the other existing rates. 

This study also shows that the energy consumption patterns of public schools are similar 
to EPE's non-school customers (existing sampled Rate 41 customers that are not identified as a 
building used as a school) for a majority of the year. However, the consumption patterns of 
public schools for various peak demand measures were more volatile than EPE's non-school 
customers and therefore are not highly correlated with each other. 
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Introduction 

Texas Rate-41 is composed of city and county governmental entities and public school' 
districts in El Paso Electric's Texas service area. This rate has been closed to new customers 
sihce 2010. While the rate was still open, the only requirement to be placed on this rate was for 
customers to belong to a public school district or a municipal/county government agency. At the 
current time, new public school facilities and municipal/county government entities are placed 
into the corresponding existing EPE tariff depending on the type of consumption that they expect 
to have, such as Small General Service, General Service, and Large Power Service. The 
minimum energy and/or demand criteriafor each rate are specified in each tariff. Assigning 
customers to rates in this manner ensures that there is homogeneity wiihin each rate class and. 
that costs of service are properly allocated. 

This study analyzes the usage characteristics of customers in the Texas Rate 41 load 
research,  sample study and compares them to the sample study of the rate for which they would 
qnalify if they were not in Rate 41. This study also compares the usage profiles of schools and 
non-schools, where non-schools are comprised of existing sampled Rate 41 customers that are 
not identified as a building used as a school. 

Methodology 

The analysis in this paper was conducted using load research data for the period of 
October 2015 to September 2016. Customers in TX Rate 41,  were compared to customers in the 
Small General Service (TX Rate 02), General Service (TX Rate 24), and Large Pqwer (TX 
Rate 25) rates. Customers in TX Rate 41 were separated into three groups: TX Rate 02 
Equivalents, TX Rate 24 Equivalents, and TX Rate 25 Equivalents. Non-coincident demand data 
for the customers in the TX Rate 41 sample study and the tariffs for Texas rates 02, 24, and 25 
were used to determine in which of these three groups they belong. Table 1 shows how the, 
sampled customers were distributed. 

Table 1: TX Rate 41 Distribution into Equivalent Rates 

TX-Rate 02 TX Rate 24 TX Rate 25 
Equivalents EquiValents Equivalents 

j TX Rate 41 with 
21 	155: 	21  
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The usage characteristics of customers in the TX Rate 02 Equivalents, TX Rate 24 
Equivalents, and TX Rate 25 Equivalents groups were then compared to the usage characteristics 
of customers in the TX Rate 02, TX Rate 24, and TX Rate 25 load research studies; respectively. 
The sample stndies for TX Rate 02 and TX Rate 24 are stratified random samples. The TX Rate 
02 sample study is stratified based on energy; while the TX Rate 24 sample study is stratified 
based on non-coincident demand. Since the estimates obtained from the TX Rate 02 Equivalents 
and TX Rate 24 Equivalents groups are not strdtified, i.e. simple averages are calculated for each 
load research measure, a coMparison between the Equivalents groups and the rate class sample 
studies at the total class level is not appropriate. A comparison with a single stratum within the 
TX Rate 02 and the TX Rate 24 sample stndies is preferred. 

The 12-month average energy for customers in the TX Rate 02 Equivalents group was 
calculated and compared against the strata boundaries for the TX Rate 02 sample study. Because 
the 12-month average energy for the TX Rate 02 Equivalents group of 1,344 kWh falls within 
the boundaries of Stratum 3 of the TX Rate 02 sample study (1,001 to 2,000 kWh), customers in 
this stratum were chosen as the group for comparison with the TX Rate 02 Equivalents group. 

Similarly, the 12-month average non-coincident demandfor customers in the TX Rate 24 
Equivalents group was calculated and compared against the strata boundaries for the TX Rate 24. 
sample study. Since the 12-month average non-coincident demand for the TX Rate 24 
Equivalents group of 209 kW falls within the boundaries of Stratum-3 of the TX Rate 24 sample 
study (81 to 220 kW), customers in this stratum were chosen as the group for comparison.with 
the TX Rate 24 Equivalents group. Because the TX Rate 25 study is a census study, a direct 
comparison with the TX Rate 25 Equivalents group can be made. 

Results & Analysis 

The results of this analysis are divided into six sections pertaining to the usage 
characteristics mentioned above. 

I. Energy 

Figure A-1, shown below; demonstrates how closely the monthly energy profiles of TX 
Rate 24 Stratum 3 and`the TX Rate 24 Equivalents group move together, which suggests a 
similar usage behavior. The monthly energy values are very close to 'each other and move in 
nearly the same direction. 
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Figure A-I: Rate 24 Stratum 3 anti Rate 24 EquivalentMonthly Energy 
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See Figures A-2 and A-3 in Appendix A for similar graphs relating to the energy profiles of TX 
Rate 02 Stratum 3 and TX Rate 25 compared to their counterparts in Rate 41. The Rate 02 
Stratum 3 and Rate 02 Equivalents group also show very similar energy usage behavior. 
Although they move in opposite directions for several months, the monthly energy graphs, 
shown in Figure A-3, for TX Rate 25.  and the Rate 25 equivalents in Rate 41, follow the same 
overall shape. TX Rate 25 is composed of customers with a minimum monthly demand of 600 
kW and no upward limit. Given the broad range of customers that are billed under TX Rate 25, 
the significant difference in the average energy. values between TX Rate 25 and the TX Rate 25 
Equivalents observed in Figure A-3 is not surprising. Nonetheless, the similar pattern in energy 
usage from month to month suggests a resemblance between'both groups. 

Table 2, below, shows the correlation coefficient between each of the groups compared in 
Figures 1 through 4. The correlation coefficient measures the degree to which the movements of 
two variables are related. A value of -1 indicates a perfect negative correlation and a value pf 1 
indicates a perfect positive correlation: 

Table 2: Energy Correlation Coefficients 

Correlation Coefficient 

FRate  02 *ratum 3 and Rate 02 Equivalents 	 0.'§' 07 	A 

Rate 24 Stratum 3 and Rate 24 Equivalents 	 0.846 

I. Rate 25 and Rate:25 Equivalents 	 '1-0.088 
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The correlation coefficients in Table 2 help to further illustrate how closely the energy profiles of 
customers in TX Rate 41 follow those of the otherwise applicable rates. The correlation 
coefficients between the Rate 02 Stratum 3 and Rate 24 Stratum 3-groups and theirRate 41 
Equivalents are positive and close to 1, indicating a strong positive correlation. The Rate 25 and 
Rate 25 Equivalents correlation coefficient is very low, but given the wide range of customers 
that can qualify for this rate, we expect this sort of volatility. 

II. 	Coincident Demand 

Figures B-1, below, and Figures B-2 and B-3 in Appendix B show monthly coincident 
demand for the TX Rate 24 Stratum 3 sample study, TX Rate 02 Stratum 3 sample stiidy, TX 
Rate 25 census study and their equivalents in TX Rate 41, respectively. All three graphs-show 
that despite a few months in which the movements do not seem to mirror each other very well, 
the overall shape of the curves are very similar. This shows that at the time of the system peak,. 
the demand from customers in the TX Rate 41 sample study behaves in a manner similar to 
customers in the rates in which they would be billed in the absence of TX Rate 41. ln -other 
words, although the coincident demand of each of these groups we are comparing is not 
necessarily the same, it increases and decreases during roughly the same months, indicating that 
the consumption behavior of customers in Rate 41 is similar to the consumption behavior of each 
pre-existing rate they are being compared to. 

Figure B-1: Rate 24 Stratum 3 Sample Study and Rate 24 Equivalent Monthly Coincident Demand 
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Table 3, below, shows the correlation coefficient between each of the groups compared in 
Figures B-1 through B-3. 

Table 3: Coincident Demand Correlation Coefficients 

Correlation Coefficient 

irate  OZ Straturn.3 and Rate &Equivalents 7, 	 0:925 

Rate 24 Stratum 3 and Rate 24 Equivalents 	 0.926 

rfiat—e-25 and Rate 25 Equivalents 	 ,0.697. 

These correlation coefficients show a strong linear relationship between the TX Rates 02, 24, and 
25 studies and the TX Rate 41 equivalents. Although the coincident demand for the Rate 02 
Stratum 3 customers shown in Figure 5 increases at a faster rate during the summer months than 
the Rate 02 Equivalent group, the correlation coefficient in Table 3 indicates that the curves 
move in the same direction 93% of the time. 	.t 

III. Maximum Diversified Demand 

Figure C-1, below, and Figures C-2 and C-3 in Appendix C show monthly maximum 
diversified demand (MDD) for the TX Rate 24 Stratum 3 sample study, TX Rate 02 Stratum 3 
sample study, TX Rate 25 census study and their equivalents in TX Rate 41, respectively. 

Figure C-I: Rate 24 Stratum 3 and Rate 24 Equivalents Monthly MDD 

200.00 

180.00 

160.00 

,140.00 

120.00 

100.00 

80.00 

60.00 

40.00 

20.00 

0.00 

               

               

               

               

Oct-15 Nov-15 Dec-15 Jan-16 Feb-16 Mar-16 Apr-16 May-16 Jun-16 Jul-16 Aug-16 Sep-16 

Rate 41 24 Equivalent 	Rate 24 Stratum 3 

975 



Exhibit GN-8 
Page 7 of 17 

Figure C-1 shows that the monthly MDD curves for the TX Rate 24 Stratum 3 studyand 
the TX Rate 24 Equivalents group are similar. Beginning in April, the MDD for the Rate 24 
Equivalents group increases at a faster pace than that of the Rate 24 Stratum 3 group, but they 
still maintain an overall similar profile. Figure C-2 also illustrates a comparable shape between 
the TX Rate 02 Stratum 3 and the TX Rate 02 Equivalents monthly MDD curves. Figure C-3 
shows very similar behavior to that observed in Figure C-2, with the monthly MDD for the TX 
Rate 25 and Rate 25 Equivalents groups very close to each other between the months of October 
through March and the Rate 25 group growing at a faster rate beginning in April. This provides 
more evidence to suggest that customers in the TX Rate 02 Equivalents, TX Rate 24 Equivalents, 
and TX Rate 25 Equivalents consume electricity in a similar manner to those in TX Rate 02, TX 
Rate 24, and TX Rate 25, respectively. 

Table 4, below, shows the correlation coefficients for monthly. MDD between each of the 
rate studied and their equivalents in TX Rate 41. 

Table 4: Maximum Diversified Demand Correlation Coefficients 

Correlation Coefficient 

Rate02Stratum 3rand Rate 02- Equivalents' • '0.901 , 
Rate 24 Stratum 3 and Rate 24 Equivalents 0.874 

' Rate 25 and Rate 25 Eduivalents 0.387 

Table 4 demonstrates that MDD between each comparison group moves in a very similar 
directibn despite isolated monthly variations. The behavior of MDD of customers in the TX 
Rate 41 sarnple study, therefore, is very similar to that of their otherwise applicable rates. Again, 
the weaker correlation observed with the TX Rate 25 groups is expected due to the wide range of 
customers that comprise TX Rate 25. 

Iv. Non-Coincident Detnand 

Figure D-1, shown below, and Figures D-2 and D-3 in Appendix D show that monthly non-
coincident demand (NCD) curves for the TX Rate 24 Stratum 3 sample study, TX Rate 02 
Stratum 3 sample study, TX Rate 25 census study and their equivalents in TX Rate 41 have a 
very similar shape. This indicates similar consumption behaviors and supports the proposition 
that customers in Rate 41 should be placed in the rates for which they would qualify based on the 
criteria outlined M each tariff 
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Figure D-1: Rate 24 Stratum 3 and Rate 24 Equivalents Monthly NCD 
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The correlation coefficients between the TX Rate 02 Stratum 3, TX Rate 24 Stratum 3, and TX 
Rate 25 groups and their TX Rate 41,counterparts, shown in Table 5 below, denote a strong 
similarity in the,movements of the comparable groups. Although they move in opposite 
directions for several months„the monthly NCD graphs, shown,in Figure D-3, for TX Rate 25 
and the Rate 25 equivalents in Rate 41, follow the same overall shape. TX Rate 25 is composed 
of customers with,a minimum monthly demand of 600 kW and no upward limit. Given the broad 
range of customers that are billed under TX Rate 25, the difference in the average non-coincident 
demand values between TX Rke 25 and the -TX Rate 25 Equivalents observed in Figure D-3 is 
not surprising. 

Table 5: Non-Coincident Demand Correlation Coefficients 

Correlation Coefficient 

Rate 02 Stratum 3 and Rate 02 Equivalents, 	 0.8e- 

Rate 24 Stratum 3 and Rate 24 Equivalents 
	

0.883 
,1•••••••, 

Rate 25 and Rate-25 Equivalents 
	

0.394- 
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School Analysis 

In addition to analysis above, EPE compared the usage profiles of sChools and non-school 
customers, where non-schools are comprised of existing sampled Rate 41 customers that are not 
identified as a building used as a school. 

The usage characteristics analyzed in this stiKly. are total energy, coincident demand, 
maximum diversified demand and non-coincident demand. 

Figure E-1, below, compares average monthly energy between the Schools group of Rate 
41 customers and the Non-Schools group. 

Figure E-I: Schools and Non-Schools Monthly Energy 
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Energy for the Schools group dips during the months of June and July, when classes are 
out for at least part'of each month in every school districi. Energy for the Schools gaups ramps 
up during the month of August when classes go back into session for most school districts. A 
slight decrease in consumption is observed in September, which mirrors a decrease in 
consumption in the Non-Schools group as well. Although a noticeable'dip can be seen during 
the summer months in the Schools group when compared to the-Non-Schools group, this 
decrease does not occur for all four Critical-peak summer months. In fact, since 2010, four,out of 
the-seven native system peaks for EPE have occurred in the month of August, when consumption 
for Schools begins to rapidly increase as schools go back in session. 
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Figure E-2 in Appendix E shows that coincident demand for the Non-,Schools group is 
relatively more flat and stable than that of the Schools group. Coincident demand for the 
Schools group is more peakish and increases during the critical-peak months of August and 
September. 

Figure E-3 in Appendix E shows a more stable MDD for the Non-Schools'group than the 
Schools group. MDD during the months of August and September actually increases for 
Schools, while it decreases for Non-Schools. 

This contrasting pattem can also be observed between the monthly NCD of the Schools 
group and the Non-Schools group, shown in Figure E-4 of Appendix E. Although they f011ow 
each other closely during the months of October through February, the shape of both curves 
diverges in the folloWing months. Table 6 provides the correlation coefficients for.the monthly 
energy, coincident-demand, MDD, and NCD data between the Schools and Nori-Schools groups. 

Table 6: Schools vs. Non-Schools Correlation Coefficients 

Correlation Coefficient 

Ertergy. 
• 

Coincident Demand 

• • 	, 
0.364 • -- j 

0.440 

Maximum,Diversified Demahd 	 „ 
- 

Non-Coincident Demand 	 0.013 

Conclusions 

The analysis presented in this paper suggests that the existing customers in TX Rate 41 
have usage profiles that are similar to the usage profiles of customers in other, existing rates for 
which they would qualify in,the ahsence of TX-Rate 41. The energy and various demand 
measures observed in this report show very clear similarities in the patterns of the TX Rate 02 
Stratum 3, TX Rate 24 Stratum 3, and TX Rate 25 profiles with those of their TX Rate 41 
equivalents. Although TX Rate 25 and the Rate 25 equivalents in Rate 41 follow the same 
overall-shape, they do tend to have lower correlation coefficients than the other groups we 
compare. Given the broad range of customers that are billed under TX Rate 25, the difference in 
the average energy and demand values between TX Rate 25 and the TX Rate 25 Equivalents is 
not surprising. 

In the case of the Schools and Non-Schools groups, there appears to be contrasting 
findings. In terms of energy, the Schools and Non-Schools goups exhibit similar usage patterns 
for the majority of the year, with the exception of June and July, when classes may not be in 
ses,sion for at least part of the month, if not the entire month. The consumption for Schools 
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increases rapidly in the month of August as classes go back in session, at the.  same time as 
consumption for the Non-Schools group begins to taper off. In terms of demand, the Schools 
and Non-Schools groups exhibit dissimilar usage patterns-for the majority of the year. Further 
analysis, including-the creation of a load study specifically designed for schools, would enhance 
this study and may yield more conclusive results. 
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AppendixA — Energy Graphs 

Figure A-2: Rate 02 Stratum 3 and Rate 02 Equivalent Monthly Energy 
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Figure A-3: Rate 25 Census Study, and Rate 25 Equivalent Monthly Energy 
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Appendix B — Coincident Demand Graphs 

Figure B-2: Rate 02 Stratum 3 Sample Study and Rate 02 Equivalent Monthly Coincident Demand 
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Figure B-3: Rate 25 Census Study and Rate 25 Equivalent Monthly Coincident Demand 
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Appendix C — Maximum Diversified Demand Graphs 

Figure C-2: Rate 02 Stratum 3 and Rate 02 Equivalents Monthly MDD 
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Figure C-3: Rate 25 Census Study and Rate 25 Equivalents Monthly MDD 
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Appendix D — Non,coincident Demand Graphs 

Figure D-2: Rate 02 Stratum 3 and Rate 02 Equivalents Monthly NCD 
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Figure D-3: Rate 25 Census Study and Rate 25 Equivalents. Monthly NCD 
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Appendix E — Schools,vs. Non-Schools Graphs 

Figure E-2: Schools and Non-Schools Monthly Coincident Demand 
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Figure E-3: Schools and Non-Schools Monthly MDD 
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Figure E-4: Schools and Non-Scluiols Monthly NCD 
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EXECUTIVE SUMMARY 

Mr. 'Rene F. Gonzalez is a'Senior Rate Analyst with the Rates and Regulatory Affairs 

group in El Paso Electric Company's'(EPE" or "Company") Regulatory Affairs Department. 

In his testimony, Mr. Gonzalez'describes the cost of service model EPE emPloys to produce 

the Texas jurisdictional cost of service study that supports,EPE's revenue requirement and 

rate design propoSils, the solar jurisdictionil allocation, and the development of baseline 

revenue requirements to Support future Distribution Cost Recovery Factor ("DCRF") and 

Transmission Cost Recovery Factor ("TCRF") applications. 
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1 	 l. INTRODUCTION AND QUALWICATIONS  

	

2 	Q. 	PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

	

3 	A. 	My name is Rene F. Gonzalez. My business address is 100 N. Stanton Street, 

	

4 	El Paso, Texas, 79901. 

5 

	

6 	Q. HOW ARE YOU EMPLOYED? 

	

7 	A. 	I am employed by El Paso Eleciric Company ("EPE" or the "Company") as a Senior 

	

8 	Rate Analyst in the Rate Research section of the Rates and Regulatory Affairs 

	

9 	group. 

10 

11 Q. PLEASE SUMMARIZE YOUR EDUCATIONAL AND PROFESSIONAL 

	

12 	QUALIFICATIONS. 

	

13 	A. 	In 2005, I graduated from thb University of Teias at El Paso with a Bachelor of 

	

14 	Business Administration with a double major in Economics and Finance. After 

	

15 	graduation, I joined ADP (Automatic Data Processing) as an •Account Executive in 

	

16 	the Insurance Services Divisidn as a licensed Property and,Casualty insurance agent 

	

17 	spepializing in the sale of Workers Compensation InS`urance, and later transferred 

	

18 	and worked as a ,Retention Špecialist for the same division. In 2010, I obtained a 

	

19 	position with the City of El, Paso as a Procurement Arialyst in tiler Purchasing 

	

20 	Department. 

	

21 	 I was employed by EPE in October 2012 in the Rate l'esearch section of the 

	

22 	Rates 'and Regulatory Affairs group as an Associate Rate Analyst: In November of 

	

23 	2014, I earned a progressive, 'promotion to Staff Financial Analyst. In 2016, I 

	

24 	received a graduate certificate from New Mexico State University in Public Utilitif 

	

25 	Regulation & Economics, and in October, l earned a progressive promotion to Senior 

	

26 	Rate Analyst. Additionally, I have attended professional development seminars' 
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1 	covering rate design, marginal cost, and the Electronic Quarterly Report of the 

	

2 	Federal Energy Regulatory Commission ("FERC"). 	• 

3 

	

4 	Q. 	PLEASE DESCRIBE YOUR CURRENT RESPONSIBILITIES WITH EPE. 

	

5 	A. 	As a senior analyst in the Rates and Regulator'y Affairs section, my responsibility is 

	

6 	to perform or assist in the preparation of economic, customer, statistical, cost, and 

	

7 	rate design studies and analysis; to develop models and methodologiee for cost of 

	

8 	service, profitability, and pricing studies; for conducting annualization, jurisdictional, 

	

9 	' 	and class cost of service studies; and for the development of and the filing of the 

	

10 	FERC Electric Quarterly Report., 

11 

12 Q. 	HAVE YOU PREVIOUSLY PRESENTED TESTIMONY BEFORE UTILITY 

	

13 	REGULATORY BODIES? 

	

14 	A. 	Yes, I have previously filed testimony with the Publid Utility Commission of Texas 

	

15 	("PUCT" or "Commission") for Energy Efficiency Cost 'Recovery Factor ("EECRF") 

	

16 	cases, Docket Nos. 44677 and 45885. 

17 

18 	 II. PURPOSE OF TESTIMONY  

19 	Q. 	WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

20 	A. 	My testimony presents and describes the jurisdictional cost of service study ("JCOS") 

	

21 	used by EPE. I discuss the jurisdictional allocators, the appropriateness of the 

22 	4 Coincident Peak — Average & Excess ("4CP-A&E") allocator, solar jurisdictional 

23 	allocation, direct assignment, of costš, and the derivation of baselines to support 

24 	future Distribution Cost Recovery Fadtor (DC1#") and Transmission Cost Recovery 

25 	Factor ("TCRF") applications, and EPE's requested Texas k'evenue,Requirement. 

26 
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1 	Q. .ARE YOU SPONSORING ANY EXHIBITS IN YOUR TESTIMONY? 

	

2 	A. 	Yes., I am sponsoring the following exhibits, which are attached to this testimony: 

	

3 	• 	Exhibit RFG-1: Jurisdictional Energy and Demand Allocator Adjustment For Solar, 

	

4 	• 	Exhibit RFG-2: Monthly Syslem Peak Demands, 

	

5 	 Exhibit RFG-3: Jurisdictional 'Cost of Service Study Summary, 

	

6 	i 	Exhibit RFG-4: Distribution Baseline Revenue Requirement, and 

• Exhibit RFG-5: Transmission Baseline Revenue Requirement. 

8 

	

9 	Q. WHAT SCHEDULES DO YOU SPONSOR?' 

	

10 	A. 	I sponsor the following schedbles: 

	

11 	• A-1 Cost of Service Texas Retail, 

	

12 	• B-1.1 Texas Retail, and 

	

13 	• P-12 Support for Production Allocation-Methodology. 	• 

14 

	

15 	Q. 	WERE THE SCHEDULES AND EXHIBITS YOU ARE SPONSORING PREPARED 

" 16 BY YOU OR UNDER YOUR DIRECT SUPERVISION? 

	

17 	A. 	Yes, they were. 	 • 

18 

	

19 	 III. JURISDICTIONAL ALLOCATION STUDY.AND MODEL OVERVIEW 

	

20 	Q. 	IS A JURISDICTIONAL COST OF SERVICE STUDY. REQUIRED AS PART OF A 

	

21 	GENERAL RATE eASE FILING? 

	

22 	A. 	Yes. The PUCT's Electric Utility Rate Filing Package for:Generating Utilities ("RFP") 

	

23 	requires utilities with non-Texas jurisdictional sales to file a schedule summarizing 

	

24 	the utilitys overall cost of service on a Texas retail basis through use of 

	

25 	,jurisdictional allocation study in support of Schedules A and B. 
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1 	Q. 	WHAT DATA ARE USED IN EPE'S JURISDICTIONAL ALLOCATION STUDY? 

	

2 	A. 	Tha data.is  based on EPE's Test Year ended September 30, 2016. The historical 

	

3 
	

Test Year data was compiled from EPE's accounting records, 'which are maintained 

	

4 
	

in accordance with the FERt Uniform System of Accounts as prescribed by the 

	

5 
	

Commission. 

	

6 
	

As diseus'sed in the testimony of EPE witness Jennifer I. Borden, the 

	

7 
	

hiatorical Test Year was adjusted for known and measurable changes to obtain 

	

8 
	

adjusted total Company amounts. 

9 

	

10 	Q. 	WHAT ARE THE STEPS iNVOLVED IN DEVELOPING A JURISDICTIONAL COST 

	

11 	OF SERVICE STUDY? 

	

12 	A. 	The *JCOS study consists of three steps: functionalization, classification, and 

	

13 	allocatidn (or direct assignment): 

14 

	

15 	Q. 	PLEASE DESCRIBE COST FUNCTIONALIZATION. 

	

16 	A. 	After all the individual cost cdmponents representing the total Company revenue 

	

17 	requirement have been colleCted for the cost of service study, the components are,  

	

18 	separated according to the function or physical service they provide. These 

	

19 	functions are: 

	

20 	• Production — costs associated with the producfion of energy and capacity, 

	

21 	 including purchased Power, 

	

22 	• Transmissjon — costs associated with the high voltage transmission system that 

	

23 	 transports power to load centers, 

	

24 	• Distribution — costs associated with distributing the energy from the transmission 

	

25 	 system to the end users, 
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1 	• CustoMer Service — costs associated with providing service to the customer- 

	

2 	 e.g., service drops, metering, billing, etc., and 

	

3 
	

• Administrative and General — common costs, such as rnanagement, buildings, 

	

4 
	

software, support services, etc., which are incurred to support the other functions 

	

5 
	

of electric service. 

	

7 	Q. 	PLEASE DESCRIBE COST CLASSIFICATION. 

	

8 	, A. 	The second step is to classify the functionalized cošts according to the 

	

9 	characteristics of the utility service being provided. The three , principal cost 

	

10 	dlassifications are demand-related costs: energy-related costs, and custdmer-related 

	

11 	costs. 

	

12 	 Demandlrelated costs are those costs that are related to the kilowatt ("kW) 

	

13 	demand that the customers place on the system at any point in time. These costs 

	

14 	vary with the maximum demand imposed on the various components (facilities) of 

	

15 	the power system by the customers. Energy-related costs are those costs that are 

	

16 	related to the kilowatt-hours" ("kWh") of energy that the customer utilizes over time. 

	

17 	These åosts, such as fuel, vary with the overall quantity of energy supplied. 

	

18 	Customer-relate& costs are those mists incurred as a result of the number of 

	

19 	custorhers on the system. These costs, such as metering and billing, are incurred to 

	

20 	šerve individual customers. 

21 

	

22 	Q. 	ONCE EPES COSTS OF SERVICE ARE FUNCTIONALIZED AND CLASSIFIED, 

	

23 	HOW ARE COSTS ASSIGNED? 

	

24 	A. 	After functionalization and classification, jurisdictional responsibility for each cost is 

	

25 	then determined through diredt or indirect allocations. Operatind and accounting 

	

26 	data''are used to develop allocation factors by jurisdiction that correspond to each- 

5 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

cost causation factor (demand, energy, and customer). These allocation factors are 

then calculated as percentages ,(i.e., Texas retail as a perceht of total Company). 

The allocation factors are then applied to specific costs and rate base items to derive 

EPE's cost of service for Texas, with remaining cdsts allocated to other jurisdictions. 

This allocation is then summarized by the Cost of service mddel and forms the basis 

for allocating items.that are not specifically functionalized. If costs were incurred to 

benefit a clearly identifiable jurisdiction, a direct assignment of that component is 

made, e.g., distribution substations that are located in a specific jurisdiction are 

assigned to that jurisdiction. 

10 

11 	Q. 	WHAT ARE DIRECTLY ASSIGNABLE dOSTS? • 

	

12 	A. 	Directly assignable costs include regulatory assets, items affected by the actions of 

	

, 13 	specific regulatory bodies, and costs incurred only by a specific jurisdiction and/or 

14 	class. For example, meter reading expense is a distribution activity that is 

15 	jurisdiction specific and as such is directly assigned to the jurisdiction that."caused" 

16 	this activity. Within the cost of "service regulatory model, the texas amount of 
0,  

17 	directly assignable cOsts are directly assigned to the l'Texas" dolumn, with 

18 	New Mexico and 'FERC'amourits are shown in the "Other columh. 

19 

20 	Q. 	PLEASE DESCRIBE HOW THE COST OF SERVICE STUDIES ARE PRESENTED 

21 	IN THE FILING. 

22 	A. 	Workpapers A-1 and B-1.1 present the results of Ek's JCOS study for the total 

23 	Company and Texas Retail, as adjusted and as requested. The P Schedules 

24 	present ihe assignment of cost of service to the Texas rate classes. 

25 
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1 	Q. , HAS EPE MADE ANY CHANGES TO THE COST, OF SERVICE MODEL SINCE 

	

2 	DOCKET NO. 44941? 

	

3 	A. 	Yes, EPE has implemented the use of a new software application called PowerPlan 

	

4 	Regulatory Management Suite `(:RMS) that integrates with EPE's existing general 

	

5 	ledger platform. The RMS is a proprietary server-based application that produces a 

	

6 	working version in Microsoft Excel format of both the jurisdictional and class cost of 

	

7 	,service models that can be shared with the parties in the case 

8 

	

9 	Q. 	HAŠ THE METHODOLOGY OF THE JURISDICTIONAL MODEL CHANGED WITH 

	

10 	THE USE OF RMS? 

	

11. 	A. 	No, the methodology has not changed. The RMS provides a more efficient and 

	

12 	detailed means of developing the JCOS. Note, however thls JCOS contains 'cost 

	

13 	allocation modifications agreed,  to by EPE in its- fast base rate case, Docket 

	

14 	' No. 44941. rdiscuss two of these modifications in more detail later in my testimony. 

15 

	

16 	 IV. JURISDICTIONAL COST OF SERVICE STUDY 

	

17 	Q. 	DESCRIBE EPE'S JURISDICTIONAL COST OF SERVICE STUDY. 

	

18 	A. 	Tne JCOS študy is produced from an integrated analysis and data management 

	

19 	system that captures, organizes, measures., and presents -the cost of service at 

	

20 	various levels. For the jurisdictional level, each row of the model consists of the total 

	

21 	Company costs to provide service. The columns of the study consist gf the 

	

22 	allocation of total Company costs to the Texas jurisdiction • and Other jurisdictions 

	

23 	(Other includes any costs allocable to New Mexico and FERC). The development 

	

,24 	of the cost of service by jurisdiction begins with the allocation of revenues, and 

	

25 	continues with the allocation of operating , expenses, taxes, and rate base. The 

	

26 	JCOS provides the following: a 'revenu6 requirement summary of 'costs to serve by 
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jurisdiction; allocation factdrs employed in the study; and a revenue requirements 

	

2 	iection that provides the total cost to serve the Texas retail jurisdiction. 

3 

	

4 	Q. 	WHAT TYPES OF ALLOCATORS ARE USED IN THE JURI'SDICTIONAL COST OF 

SERVICE STUDY? 

	

6 	A. 	The RMS utilizes two general types of allocators: ithpórted or "exteenal" allocators, 

	

7 	and dynamic or "internal" allocators. External allocators are provided to the Rates 

	

8 	Department by the Economic Research Department and include energy, demand, 

	

9 	ahd, customer allocators. 	For example, derhand-related costs are allocated 

	

10 	according to the jurisdictiOnal conthbution to total systein coincident peak demand 

	

11 
	

and are allocated using a demand allocator. 

	

12 
	

In contrast, a dynamic allocator is derived from 'a combination of allocators or 

	

13 	other allocation results developed from accounts that have already been allocated; 

	

14 	examples include Gross Plant and Labor. aross Plant is gross property,- plant, and 

	

15 	equipment. In this example, the various functions of electric plant accounts for plant.  

	

16 	in service are each initially allocated to • each jurisdictiOn using allocators as 

	

17 	prescribed by the National Association of' Regulatory Utility Commissioners 

	

18 	("NARUC") in the "Electric Utility Cost Allocetion Manual" ("NARUC Manual").•  Then, 

	

19 	as mentioned above, these results are used internally to develop a Gross Plant 

	

20 	allocator (GROSSPLT), The Gross Plant allocator is then used to allocate other 

	

21 	costs such as property taxes. 

22 

	

23 	Q. 	HOW ARE THE JURISDICTIONAL ENERGY, DEMAND, AND CUSTOMER 

	

24 	ALLOCATION FACTORS DEVELOPED? 

	

25 	A. 	For Energy and Demand allocators, adjusted energy data is provided by the Rates 

	

26 	Department to EPE witness George Nbvela and the Economic Research 
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1 	Department. The Economic Research Department then develdps enerby and 

	

2 	demand allocators with the adjusted energy data,-  as discussed in the teitimony of 

	

3 	- EPE witness Manuel Catrasco. Similarly, the Rates Department provides the 

	

4 	annualized number of Customers to produce customer allocators. 

5 

	

.6 	Q. 	WERE ANY ADJUSTMENTS MADE FOR SOLAR FACILITIEB? 

	

7 	A. 	Yes. Adjustments were made to reflect purchased power cohtracts specific to 

	

8 	certain 'solar facilities in Texas and New Mexico. 

9 

	

10 	Q. HOW ARE C0STS FOR PURCHASED POWER FROM THE APPLICABLE SOLAR 

	

11 	FACILITIES RECOVERED FROM CUSTOMERS? 

	

12 	A. 	. Energy from four purchased power contracts in New Mexico that were entered into in 

	

13 	order to meet renewable portfolio standard iequirements are recovered directly 'from 

	

14 	New Mexico customers through ihe New Mexico Fuel and Purchased Power Cost 

	

15 	Adjustment Clause CFPPCAC"): In Texas, EPE yecovers the costs of energy from 

	

16 	the Newrnan solar purchased power contracrdirectly from Texfas customers through 

	

17 	the fixed fuel factor. As discussed in the testimony of EPE witness David C. Hawkins, 

	

18 	the Company has imputed capacity to the Newman solar'purchased' power contract 

	

19 	and is directly assigning this imputed capacity to the Texas jurisdiction. As I discuss 

	

20 	below, the capacity benefits from these solar contracts are directly assigned to each 

	

21 	jurisdiction. 

22 

	

23 	Q. , DOES THE ENERGY ALLOCATOR NEED TO TAKE LOSSES INTO ACCOUNT? 

	

24 	A. 	Yes. Customers are served at different Voltage levels and, therefore, have different 

	

25 	losses associated with seri/ice. For proper allocation of costs, the energy allocator 

	

26 	takes losses into 'account. EPEs latest lošt study is included with Schedule 0-6.3 
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and describes the. development of the energy allocator including the adjustment for 

losses to appropriately reflect sales "at the sOurcei, Broadly, EPE-  combines all retail 

	

3 
	

sales, calculates line losses included with sales at the meter, and then develops the 

total energy requirement produced at the source needed to deliver electricity to 

	

5 	EPE's customers. -This topic is also covered within the testimony of.  EPE witness 

	

6 	Novela. 

	

7 	 The demand 'and energy loss factors used in jurisdictional alldcation are the 

	

8 	voltage differentiateci energy loš-s factors proposed in EPE's most re`cent fuel,  

	

9 	recOnciliation filing, Docket No. 46308. 	The loss study is included in 

	

10 	Schedule 0-6.3. See Schedule P-9 for assignment of loss factors to Texas, 

	

11 	New Mexico, and FERC, sponsored by EPE witness Novela. 

12 

13 Q. WHAT OTHER ADJUSTMENTS WERE MADE TO THE JURISDICTIONAL 

	

14 	ENERGY ALLOCATOR? 

	

15 	A. 	Energy from EPE's solar resources that were built to serve a spetific jurisdiction's 

	

16 	customers vias directly, assigned to the relevant jurisdiction and removed frorn the 

	

17 	retail customers energy usage used in 'the jurisdictional energy allocator, as 

	

18 	discussed above. This calculation is shown in Exhibit RFG-1. 

19 

	

20 	Q. 	WHY IS THIS AN APPROPRIATE ADJUSTMENT TO THE JURISDICTIONAL 

	

21 	ENERGY ALLOCATOR IN THE TOTAL COMPANY COST OF SERVICE STUDY? 

	

22 	A. 	The adjustment is appropriate because the costs associated with these solar 

	

23 	resources are recovered from customers in specific jurisdictions and are directly 

	

24 	assigned to the relevant jurisdiction in_the JCOS. 

25 

	

26 	Q. 	HAS THIS METHODOLOGY BEEN PRESENTED IN OTHER FILINGS? 
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